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Enclosed please  find the  recommendation of Administra tive  Law Judge Sarah N. Harpring.
The  recommendation has been filed in the  form of an Opinion and Order on:

ca

ARIZONA WATER COMP ANY
(WES TERN GROUP  RATES )

Pursuant to A.A.C. R14-3-1 l0(B), you may file  exceptions  to the  recommenda tion of the
Adminis tra tive  Law Judge  by filing an origina l and thirteen (13) copies  of the  exceptions  with the
Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

AUGUST 29, 2016

The enc losed  i s N O T an  o rde r  o f  t he  Com m i ss i on ,  bu t  a  rec om m enda t i on  o f  t he

Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively been

scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 7, 2016 AND SEPTEMBER 8, 2016

For more  informa tion, you may contact Docke t Control a t (602) 542-3477 or the  Hearing
Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the  Exe cutive
Director's  Office  a t (602) 542-3931.
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On this 1'6'**. da y of Augus t, 2016, the  following docume nt wa s  tile d with Docke t Control a s  a
Re comme nde d Opinion & Orde r from the  He a ring Divis ion, a nd copie s  of the  docume nt we re
mailed on behalf of the  Hearing Division to the  following who have  not consented to email service .
On th is  da te  or a s  s oon a s  pos s ib le  the re a fte r, the  Commis s ion 's  e Docke t progra m will
a utoma tica lly e ma il a  link to the  file d docume nt to the  following who ha ve  conse nte d to e ma il
se rvice .

S teven A. Hirsch
Coree E. Neumeyer
QUARLES  & BRADY, LLP
Two North Centra l Avenue
One Renaissance Square
Phoenix, AZ 85004
Attorneys  for Arizona  Wate r Company

Miche le  L. Va n Qua the m
La w Office  of Miche le  Va n Qua the m, P LLC
7600 n. 15"* St., Suite  150-30
P hoe nix, AZ 85020
Attorneys  for Abbott Labora torie s

E. Robert Spear
Genera l Counsel
Arizona  Wate r Company
PO Box 29006
Phoenix, AZ 85038-9006

Greg Patterson
MUNGER CHADWICK
916 West Adams, Suite  3
P hoe nix, AZ 85007
Attorneys  for Weste rn Infra s tructure
S us ta ina bility Effort

Mr. Joseph D. Harris , Vice  Pres ident and
Treasurer
Arizona  Wate r Company
PO Box 29006
Phoenix, AZ 85038-9006

Janice  Alward, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

Danie l W. Pozefsky, Chie f Counse l
1 Res identia l Utility Consumer Office
110 West Washington Street, Suite  220
P hoe nix, AZ 85007

Thomas  Brode rick, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

By:
Re be cca  Ta ll ra n
Assis tant to Sarah N. Harpring
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B Y THE  C O MMIS S IO N:

DIS CUS S ION

1

2 This  case  concerns Arizona  Water Company's  ("AWC's") applica tion for adjustment to its  ra tes

3 a nd cha rge s  for wa te r utility s e rvice  provide d to its  We s te rn Group s ys te ms , for a pprova l of a n

4 accounting orde r to a llow AWC to record the  cos t of de live ring Centra l Arizona  Project ("CAP") wa te r

5 to its Western Group customers in 2015, net of grants and other credits, as a  deferred asset on its balance

6 shee t, and for approva l of multiple  means of recovering the  costs  associa ted with CAP wate r. AWC's

7 a pplica tion a lso re que s te d a pprova l of a  S ys te m Improve me nt Be ne fits  ("S IB") me cha nism for the

8 We s te rn Group, continua tion of a n Arse nic Cos t Re cove ry Me cha nism ("ACRM") for the  We s te rn

9 Group, and approva l of a  new Nitra te  Cos t Recove ry Mechanism ("NCRM") for the  Wes te rn Group.

10 The parties  to the  case  have  entered into a  Settlement Agreement intended to resolve  a ll issues in the

l 1 ca s e .

la

1 3

14 A.

15 AWC is  an Arizona  corpora tion engaged in providing public wa te r utility se rvice s  in portions

16 of e ight Arizona  countie s  pursua nt to Ce rtifica te s  of Conve nie nce  a nd Ne ce ss ity ("CC&Ns") gra nte d

17 by the  Arizona  Corpora tion Commis s ion ("Commis s ion"). (Ex. A-3 a t l.) Compa ny-wide , AWC

18 curre ntly ope ra te s  19 s e pa ra te  public wa te r sys te ms  a nd s e rve s  a pproxima te ly 87,000 cus tome r

19 connections within approximate ly 240,000 acres  of CC&N service  a rea . (Id. , Ex. S-3 a t ex. FMS a t 1.)

20 AWC's  wa te r utility se rvice  a re a s  a re  orga nize d into thre e  groups : the  We s te rn Group, cons is ting of

21 the  Pina l Valley, White  Tank, and Ajo service  areas, the  Eastern Group, consis ting of the  Superstition,

22 Cochise , and Falcon Valley service  areas, and the  Northern Group, consisting of the  Navajo and Verde

23 Va lle y se rvice  a re a s . (Ex. S -l a t 2.)

24 The Western Group as a  whole includes six separate  public water systems (Tierra  Grande, Pinal

25 Va lle y, Coolidge  Airport, S ta nfie ld, White  Ta nk, a nd Ajo) a nd provide s  wa te r utility se rvice  in P ina l,

26 Ma ricopa , a nd P ima  Countie s . (Ex. S -3 a t e x. FMS  a t 1.) At the  e nd of the  2014 te s t ye a r ("TY"),

27 those  s ix public wa te r sys te ms  se rve d a pproxima te ly the  following numbe rs  of se rvice  conne ctions :

28 Tie rra  Grande  .- 360, P ina l Va lley - 28,250, Coolidge  Airport .- 9, S tanfie ld - 195, White  Tank -- 2,360,

I. Background

AWC and the Western Group

6 DECISION no.
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1 2

13

1 4

1 5

16

1 7

1 8

1 9

20

2 1

22

23

24

25

a nd Ajo - 650. (Ex. S -3 a t e x. FMS  a t 1, 4.) The  White  Ta nk sys te m, in Ma ricopa  County, a nd the

Ago system, in Pima County, are each recognized as a  separate AWC service area, while  the other four

systems (Tierra  Grande , Pina l Valley, Coolidge  Airport, and Stanfie ld) combined form the  Pina l Valley

service  a rea , in P ina l County. (See  id )

Except for the  Ajo system, each Western Group system is  loca ted in an Arizona  Department of

Wa te r Re source s  ("ADWR") Active  Ma na ge me nt Are a  ("AMA"), with Tie rra  Gra nde , P ina l Va lle y,

Coolidge  Airport, a nd S ta nfie ld loca te d within the  P ina l AMA a nd White  Ta nk loca te d within the

Phoe nix AMA. (Ex. S -3 a t e x. FMS a t 41.)

Ea ch We s te rn Group public wa te r sys te m is  in full complia nce  with Arizona  De pa rtme nt of

Environme nta l Qua lity ("ADEQ") o r Ma ricopa  County Environme nta l S e rvice s  De pa rtme n t

("MCESD") requirements , a s  applicable , and with applicable  ADWR requirements  and is  mee ting the

wa te r qua lity s ta nda rds  e s ta b lis he d  by 40  CFR 141  a nd  Title  18 , Cha pte r 4  of the  Arizona

Adminis tra tive  Code  ("A.A.C."). (See  Ex. S -3 a t ex. FMS a t 4, 39-41.)

Fra nk S ma ila , Wa te r/Wa s te wa te r Engine e r for the  Commiss ion's  Utilitie s  Divis ion ("S ta ff'),

inspected each Western Group system in December 2015 and performed a  follow-up inspection of the

P ina r Va lle y sys te m in Fe brua ry 2016 to inspe ct pos t-TY pla nt ins ta lla tions  tha t ha d not ye t be e n

comple ted or placed in service  during the  December 2015 inspection. (Ex. S-3 a t ex. FMS a t 4-5.) Mr.

Smaila  de te rmined tha t each Weste rn Group sys tem had adequa te  production capacity and s torage

capacity to serve  its  current customer base  as well as reasonable  growth and had water loss within the

Commission's  s tandard of 10 percent or less . (See  id )

Aside  from the  Coolidge  Airport system,2 the  Western Group systems' customers are  primarily

se rve d through 5/8" x 3/4" me te rs  (a pproxima te ly 97 pe rce nt in Tie rra  Gra nde , 94 pe rce nt in P ina l

Valley, 95 percent in Stanfie ld, 78 percent in White  Tank, and 95 percent in Ago). (See  Ex. S-3 a t ex.

FMS a t 6, 12, 19, 25, 31, 35.)

The  average  monthly water usage  for a  5/8" x 3/4" meter customer varies  grea tly be tween the

26

27 1 The Coolidge Airport system is categorized as a non-transient non-community system and thus is not regulated by
ADWR. (Ex. S-3 at ex. FMS at 41.)

28 The Coolidge Airport system has no customers served by 5/8" x 3/4" meters. (Ex. S-3 at ex. FMS at 19.)2

7 DECIS ION NO.
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1 diffe rent se rvice  a reas :3

2 P ina l Va lle y
7,781 ga llons

White  Tank
11,733 ga llons

Aj0
3,991 gallons

3

4

5

6

7

AWC ha s  nine  a pprove d Be s t Ma na ge me nt P ra ctice s  ("BMP ") ta riffs , conce rning public

educa tion, new homeowner landscape  information, re s identia l audits , landscape  consulta tions , high

wate r use  inquiry re solution, high wa te r use  notifica tions , wa te r was te  inves tiga tions , leak de tection,

and meter repa ir or replacement. (Ex. S-3 a t ex. FMS a t 44.)

AWC ha s  a n a pprove d curta ilme nt ta riff with a n e ffe ctive  da te  of J uly 23, 2004, a nd a n

9 approved backflow prevention ta riff with an e ffective  da te  of Octobe r 12, 2015. (Ex. S -3 a t ex. FMS

10 at 43.)

8

11

12

From J a nua ry 1, 2013, through J a nua ry 21, 2016, the  Commis s ion re ce ive d a  tota l of 96

customer compla ints  concerning AWC. (Ex. S-1 a te .) Nearly ha lf of the  compla ints  concerned billing,

13 nearly 20 percent concerned disconnections/te rminations of service , and the  rest concerned deposits ,

14 new se rvice , qua lity of se rvice , ra te s  and ta riffs , company policie s /procedures , rule s  and regula tions ,

15 repa ir, and construction. (Ex. S-1 a t 3.) As of March 11, 2016, a ll but one  of the  compla ints  had been

16 re s olve d a rid clos e d. (Id) The  Commis s ion re ce ive d a  tota l of 37 comme nts  conce rning AWC's

17 reques ts  in this  ma tte r, a ll of which were  in opposition.

18 B. Pertinent Prior Commission and Court Decisions

19

20

21

In De cis ion No. 68302 (Nove mbe r 14, 2005),4 the  Commis s ion e xpla ine d AWC's  Ce ntra l

Arizona  Wa te r Conse rva tion Dis trict ("CAWCD") subcontra cts  for de live ry of CAP  wa te r, a nd the

payments that must be  made thereunder, as follows:

22

23

24

25

Arizona Water has four subcontracts with the  Centra l Arizona Water
Conse rva tion Dis trict ("CAWCD") for de live ry of CAP wa te r for municipa l
and indus tria l ("M&l") use . Three  of the  Company's  CAWCD subcontracts
a re  for de live ry of its  CAP a lloca tions  for the  Compa ny's  We s te rn Group
sys tems of Casa  Grande , 8,884 acre -fee t, Coolidge , 2,000 acre -fee t, and
White  Tank, 968 acre-feet, on an annual basis . Under the  subcontracts , the
Compa ny is  re quire d to ma ke  two diffe re nt type s  of pa yme nts  for wa te r

26
3

27

28

Ex. A-3 at Sched. H-2. These average usages are lower than the average usages found by the Commission in the last
Western Group rate case: Pinal Valley - 8,520 gallons, White Tank .- 13,906 gallons, and Ajo - 4,764 gallons. (Decision
No. 73144 (May l, 2012) at 4.) Official notice is taken of this decision.
4 Official notice is taken of this decision.

8 DECIS ION no.
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1

2

3

4

5

6

7

8

9

de live ry se rvice s : firs t, whe the r Arizona  Wa te r a ctua lly ta ke s  de live ry of
CAP wa te r or not, it mus t pa y, in e qua l se mi-a nnua l ins ta llme nts , a  CAP
M&I capita l charge  based on each system's  tota l a llotment multiplied by an
a mount pe r a cre -foot e s ta blishe d by the  CAWCD, a nd se cond, Arizona
Water must pay, based on actual CAP deliveries and estimated expenses for
th e  u p co min g  ye a r,  a n  a n n u a l CAP  o p e ra tio n ,  ma in te n a n ce ,  a n d
re pla ce me nt ("OM&R") e xpe nse  pa yme nt in e qua l monthly ins ta llme nts .
Th e  p u rp o s e  o f th e  CAP  M&I ca p ita l ch a rg e  is  to  re p a y th e  CAP
cons truction cos ts  to the  Unite d S ta te s . Arizona  Wa te r a s s e rts  tha t by
making annua l CAP M&I payments  and the reby re ta ining the  right to use
CAP water, which is an alternative, renewable water source, that it has acted
consis tent with S ta te  wate r policy, in addition to ensuring the  ava ilability of
water for its  customers on a  long-term basis .

CAP  wa te r is  surfa ce  wa te r a nd the re fore  re quire s  tre a tme nt for
potable  use  in compliance  with the  United Sta tes  Environmenta l Protection
Age ncy ("EP A") a nd  Arizona  De pa rtme nt of Environme nta l Qua lity
("ADEQ") surface  water trea tment requirements .5

10

11

12

13

The Commission determined in Decision No. 68302 that AWC should be  permitted to recover deferred

and ongoing CAP M&I capita l cha rges  through a  specia l hook-up fee  and through inclus ion in ra te

base  of tha t portion of the  CAP M&I capita l cha rges  a ssocia ted with CAP wate r de live red during the

tes t yea r, s ta ting the  following:

14

15

16

17

18

19

20

21

22

23

24

25

26

Us e  of CAP  wa te r,  which is  a  re ne wa ble  re s ource , s hould be
encouraged. The availability of CAP water comes  at a  cos t, however, as  the
Company's  de fe rred CAP M&I capita l cos ts  ba lance  for its  Cas a  Grande ,
Coolidge  and White  Tank s ys tems  s hows .4 The  actua l us e  of CAP wa te r
require s  utilitie s  to unde rtake  s ubs tantia l infra s tructure  inves tments . As
Staff' s  witness  tes tified, the balance of the payments  the Company has  made
to re ta in the  ava ilability of its  CAP wate r supply continues  to increase , and
if re cove ry is  pos tpone d until CAP  wa te r tre a tme nt infra s tructure  is  built
and the  wa te r is  actua lly be ing s e rved, ra tepaye rs  will be  s truck "twice  a s
hard as  they would have  to be ." This  is  becaus e  the  wa te r trea tment plant
would be placed in rate base at the same time that the Company would begin
re cove ry of the  de fe rre d CAP  M&I cha rge s . We  a gre e  with S ta ff tha t in
orde r to  pre ve nt this  "double  hit," tha t with  the  s a fe gua rd conditions
recommended by S ta ff, it is  in the  public inte re s t to a llow recove ry of the
de fe rre d a nd ongoing CAP  M&I ca pita l cha rge s  to be gin now with the
collection of a  s pecia l hook-up fee  from new cus tomers  who will have  the
us e  of the  Company's  CAP a lloca tion.

For a ll the  above  reasons , we  therefore  adopt, and approve  here in,
the  CAP  Hook-Up Fe e  ta riffs  a tta che d he re to a s  Exhibits  A, B, a nd C,
s ubje ct to Arizona  Wa te r's  complia nce  with the  re quire me nts  s e t forth in
Staff" s  recommended "Conditions  for Approval of a  CAP Hook-Up Fee" as
s e t forth a bove . We  a ls o find re a s ona ble , a nd the re fore  a dopt, S ta ffs
recommended requirements  for the CAP Water Use Plan as  set forth above.
The  CAP  M&I cha rge s  re cove ry s che dule s  a tta che d to this  De cis ion a s
Exhibits  D, E, and F demons tra te  the  de riva tion of the  CAP Hook-Up Fee

27

28 Decision No. 68302 at 5-6 (citations and footnotes omitted).5
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1

2

3

4

amounts. These are the recovery schedules proposed by Staff, except that
the schedule for the Casa Grande system, Exhibit D, has been modified to
adjust the test year end balance of CAP M&I capital charges in order to
remove $142,896 associated with the 279 acre feet of the Company's Casa
Grande system CAP allocation that was used and useful during the test year
and will therefore be accorded rate base treatment in this proceeding over
the same amortization period as the Hook-Up Fees, as discussed above.
This change results in a reduction of the Hook-Up Fee for the Casa Grande
system from $220 to $208 for 5/8 x 3/4-inch, 3/4-inch, and 1-inch meter
sizes. In accordance with Staffs proposed seventh condition, if the CAP
Hook-Up Fee is continued, the recovery schedules are subject to
amendment in the Company's next rate case, when the projections can be
trued-up to reflect actual figures and new projections of CAP M&I capital
charges, NP-260 Tariff M&I charges, hook-up fees, and AFUDC. We will
require the Company to provide, in its next rate filing, the data necessary to
true-up the projections in these schedules for our review.

4- At December 31, 2603, the  deferred CAP  M&I ca pita l cha rge  ba la nce  for the  Ca s a

Grande system was $3,525,803, for Coolidge, $1,046,011, and for White Tank, $506,269.6

In De cis ion No. 68302, the  Commis s ion a ls o a pprove d AWC's  re que s t for a uthority to

imple me nt a n ACRM for the  We s te rn Group to a llow AWC to re cove r ca pita l cos ts  a nd ce rta in

re cove ra ble  ope ra ting a nd ma inte na nce  ("O&M") cos ts  dire ctly re la te d to the  cons truction a nd

continue d ope ra tion of a rs e nic tre a tme nt fa cilitie s  ne ce s s a ry to comply with the  EP A's  re duce d

ma ximum conta mina nt le ve l ("MCL") for a rs e nic in drinking wa te r of 10 pa rts  pe r billion ("ppb"),

which was  to take  e ffect in Janua ry 2006. (Decis ion No. 68302 a t 46.) Decis ion No. 68302 required

AWC to imple me nt the  We s te rn Group ACRM in a ccord with the  ACRMs  a pprove d for AWC's

Northern Group in Decis ion No. 66400 (October 14, 2003) and for AWC's  Easte rn Group in Decis ion

No. 66849 (March 19, 2004).7 (Decis ion No. 68302 a t 54.)

5

6

7

8

9

1 0

1 1
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2 7 6
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2 8 s

AWC was  subsequently authorized to implement ACRM ta riffs  in its  Casa  Grande , S tanfie ld,

and White  Tank sys tems through three  separa te  Commiss ion Decis ions: Decis ion No. 70192 (March

10, 2008), which authorized implementa tion of S tep One  of the  ACRM for the  Casa  Grande  sys tem;

Decis ion No. 70702 (January 20, 2009), which authorized implementa tion of S tep Two of the  ACRM

for the  Casa  Grande  sys tem and S tep One  of the  ACRM for the  S tanfie ld sys tem, and Decis ion No.

70963 (April 7, 2009), which authorized implementa tion of S tep One  of the  ACRM for the  White  Tank

system.8 (Decis ion No. 73144 a t 5.)

Decision No. 68302 at 17-18 (citations and footnote 5 omitted).
Official notice is taken of these decisions.
Official notice is taken of these decisions.
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5

6
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9

10

11

12

13

14

15

16

17

AWC's  next ra te  ca se  applica tion, which involved a ll of AWC's  se rvice  a reas  in the  Weste rn

Group, Eas te rn Group, and Northe rn Group, was  filed in 2008 and re solved in Decis ion No. 71845

(Augus t 25, 2010).9 In De cis ion No. 71845, the  Commis s ion gra nte d AWC a uthority to continue

collecting CAP Hook-Up Fees  for its  Casa  Grande , Coolidge , and White  Tank sys tems until AWC's

next Weste rn Group ra te  case  or December 31, 2012, whichever came  firs t. (Decis ion No. 71845 a t

79.) The  Decis ion de fe rred eva lua tion of the  CAP Hook-Up Fees  until the  next Weste rn Group ra te

case in response to an AWC request based on a slowdown in the housing market, uncertainty regarding

the  future , a nd the  short time  the  Hook-Up Fe e s  ha d be e n in pla ce . (Id a t 78-79, 92.) Additiona lly,

a lthough the  De cis ion a uthorize d a  ne w ACRM for two s ys te ms  outs ide  the  We s te rn Group, the

De cis ion did not a uthorize  AWC to continue  colle cting ACRM s urcha rge s  in its  We s te rn Group

systems. (See  id a t 93, Decis ion No. 73144 a t 5.)

AWC's  ne xt We s te rn Group ra te  ca se , in which AWC's  curre nt We s te rn Group ra te s  we re

established, used a  2010 tes t year and was resolved in Decis ion No. 73144 (May l, 2012),10 in which

the  Commis s ion a pprove d a  S e ttle me nt Agre e me nt e nte re d into by AWC, Abbott La bora torie s

("Abbott"), the  Wa te r Utilitie s  Associa tion of Arizona  ("WUAA"), the  Re s ide ntia l Utility Consume r

Office  ("RUCO"), and S ta ff. In addition to se tting ra te s , Decis ion No. 73144 did the  following:

Authorized AWC to continue  its  ACRM and required tha t its  genera l se rvice  ta riff exclude  from•

18

19

20

21

22

23

24 •

25

a pplica bility of the  ACRM surcha rge  a ny indus tria l cla s s  cus tome r not re ce iving wa te r from

AWC's  potable  wa te r dis tribution sys tem,

Authorized full consolida tion of the  S tanfie ld sys tem into the  P ina l Va lley se rvice  a rea ,

Authorized AWC to continue its  CAP Hook Up Fees for the  Casa  Grande, Coolidge, and White

Ta nk s ys te ms  but re na me d the m a s  "CAP  M&I Fe e s " to re fle ct the  purpos e  of the  fe e s -

recovery of ongoing and de fe rred CAP M&I capita l cos ts ;

Authorized AWC to collect an Off-S ite  Facility Fee  ("OSFF") for each new se rvice  connection

and approved an OSFF Tariff Schedule  specific to the  Pina l Valley and Stanfie ld systems;"

26 9

10

27

28

Official notice is taken of this decision.
Although AWC's application was originally filed on December 29, 2010, using a 2009 test year, the case was resolved

based on an amended application filed on May 9, 2011, using a 2010 test year. (Decision No. 73144 at 6-7.)
11 AWC had asserted that the OSFFs were intended to equitably apportion the costs of constructing additional off-site
facilities to provide water production, treatment, delivery, storage, and pressure among all new customers whose water

11 DECISION no.
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Authorized AWC to defe r its  actua l costs  associa ted with implementing and performing BMPs

in its  Western Group systems for recovery in a  future  genera l ra te  case , and

Authorize d AWC to a ccrue  a llowa nce  for funds  use d during cons truction ("AFUDC") on the

land purchased for its  Arizona City water storage tank and booster pump sta tion.12

In Decision No. 73938 (June 27, 2013),13 concerning the  ra tes and charges for AWC's Eastern

6

7

8

Group systems, the Commission approved a  settlement agreement entered into by AWC, Global Water

Utilitie s , EPCOR Wate r Arizona , Inc. , Arizona  Inves tment Council, Rio Rico Utilitie s , Inc. db Libe rty

Utilitie s ; WUAA, a nd S ta ff a nd oppos e d by RUCO. 14 The  s e ttle me nt a gre e me nt include d a  S IB

9  me ch a n is m fo r AWC's  E a s te rn  Gro u p  s ys te ms ,  th e  firs t S IB me ch a n is m a p p ro ve d  b y th e

10 Commiss ion.15

11 In De cis ion No. 74081 (Se pte mbe r 23, 2013), conce rning the  ra te s  a nd cha rge s  for AWC's

12 Northern Group systems, the  Commission approved a  se ttlement agreement ente red into by AWC and

13 S ta ff, but not RUCO, in which it wa s  a gre e d tha t the  te rms  a nd conditions  of the  S IB me cha nism

14 included in the  se ttlement agreement for the  Easte rn Group would a lso apply to the  Nava jo and Verde

15 Va lle y sys te ms  of the  Northe rn Group.

16 RUCO appea led Decis ion No. 73938 and Decis ion No. 74081 ba sed on its  objection to S IB

17 me cha nisms . In a  de cis ion is sue d in Augus t 2015, the  Arizona  Court of Appe a ls  found tha t the  S IB

1 8

1 9

20

2 1

22

mechanisms approved in those decisions were unconstitutional and vacated the Commission's approval

and adoption of the  SIB mechanisms.16 As a  result of the  Court of Appeals  decis ion, the  Commission

s tayed ope ra tion of the  S IB mechanisms  approved in Decis ion No. 73938 and Decis ion No. 74081.

(See De cis ion  No. 75304 (Octobe r 27 , 2015; De cis ion  No. 75305 (Octobe r 27 , 20l5).) The

Commiss ion appea led the  Court of Appea ls  decis ion to the  Arizona  Supreme Court, and the  Arizona

23

of the Penal Valley CAP Treatment Plant and the necessary transmiss ion and dis tribution mains ,

25
Decision No. 73144 at 31-32, 40-41, 43-44.
Official notice is taken of this decision.

regarding the settlement agreement.

27 See, e.g., Decision No. 73938 at 47-54.
See RUCO v. Arizona Corp. Comm 'n, 238 Ariz. 8, 355 P.3d610 (Ariz. Ct. App. 2015). Official notice is taken of this

24 supply requirements made the facilities necessary and, further, that the OSFFs would be used primarily to cover the costs
water storage tanks, and

booster stations needed to provide water service in the growing area. (Decision No. 73144 at 20-21, Exhibit l.)
12

26 1314 The City of Globe, also a party to the case, expressed a position of "neutrality"
(Decision No. 73938 at 3 n.3,)
15
16

decision.28
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Supreme Court's  decision was pending a t the  time of the  hearing in this  matter. 17 On August 8, 2016,

the  Arizona  S upre me  Court is s ue d a n opinion upholding Commis s ion De cis ion No. 73938 a nd

De cis ion No. 74081, va ca ting the  Court of Appe a ls  de cis ion, a nd holding tha t the  S IB me cha nism

complied with the  Arizona  Constitution's  mandate  for the  Commission to de te rmine  the  fa ir va lue  of a

utility's  property when setting ra tes. 18

6 11. P roc e dura l His to rv in  th is  Ma tte r

7

8

9

1 0

1 1

1 2

13
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1 6
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1 8

1 9

20

2 1

On July 31, 2015, AWC file d a  Notice  of Inte nt to File  Ge ne ra l Ra te  Ca se  a nd Re que s t for

Accounting Order for AWC's  Weste rn Group se rvice  a reas . In the  Notice , AWC reques ted authority

for a n a ccounting orde r a llowing it to re cord the  cos t of de live ring CAP wa te r to its  We s te rn Group

cus tomers  in 2015, ne t of grants  and othe r credits , a s  a  de fe rred a sse t on its  ba lance  shee t. AWC

requested that the accounting order issue be resolved in the rate  case.

On August 7, 2015, AWC filed 2015 CAP Water Use  P lans  for P ina l Va lley and White  Tank.

On Augus t 21, 2015, AWC file d a n Applica tion for a n orde r a pproving a djus tme nts  to its

Weste rn Group ra te s  and cha rges  and reques ting othe r approva ls  ("Applica tion"). In its  Applica tion,

AWC requested an increase in annual revenues for the Western Group systems of $6,010,408, or 28.33

percent, to obta in an 8.93 percent ra te  of re turn on an origina l cos t ra te  base  of $67,417,785 AWC's

Applica tion included a  number of additiona l reques ts ." With its  Applica tion, AWC included the  Direct

Tes timonie s  of William M. Ga rfie ld, AWC Pre s ident and Chie f Ope ra ting Office r, Joseph D. Ha rris ,

AWC Vice  P re s ide nt a nd Tre a sure r, Joe l M. Re ike r, AWC Vice  P re s ide nt - Ra te s  a nd Re ve nue s ,

Fredrick K. Schne ide r, AWC Vice  P res ident of Enginee ring, and Pauline  M. A fe rn, CRR.A, Pa rtne r

with Sussex Economic Advisors , LLC.

On September 14, 2015, S ta ff filed a  Le tte r of Sufficiency indica ting tha t AWC's  Applica tion

23 had me t the  sufficiency requirements  of A.A.C. R14-2-103 and cla ss ifying AWC as  a  Class  A wa te r

22

24 utility.

On September 15, 2015, RUCO filed an Application to Intervene.25

26

17

27 18

28

Oral arguments before the Arizona Supreme Court occurred on March 22, 2016.
See the opinion issued by due Arizona Supreme Court in RUCO v. Arizona Corp. Comm 'n, Case No. CV 15-0281-PR

(August 8, 2016).) Official notice is taken of this opinion.
19 The additional requests are described below.

13 DECIS ION NO.
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1

2

3 establishing the  procedural schedule  for this  matter.

4 On September 30, 2015, Abbott filed an Applica tion to Inte rvene .

5 On October 13, 2015, a  Procedura l Order was issued granting Abbott intervention.

6 On November 17, 20 l5, AWC filed a  Certifica te  of Mailing and Publica tion of Notice , showing

7 tha t notice  of its  Applica tion a nd the  sche dule d he a ring in this  ma tte r ha d be e n se nt to its  We s te rn

8 Group cus tomers  a s  a  bill inse rt a iM billing s ta tements  ma iled be tween Octobe r l and 29, 2015, and

9 tha t notice  had been published in the Casa Grande Dispatch and the  Coolidge Examiner on October 7,

1 0  2 0 1 5 , and in the Ala Copper News and the West Valley View on October 13, 2015.20

On December 16, 2015, Weste rn Infras tructure  Sus ta inability Effort ("WISE") filed an

On September 28, 2015, AWC filed a  Response  to RUCO's  Applica tion to Inte rvene .

On S e pte mbe r 28, 2015, a  P roce dura l Orde r wa s  is sue d gra nting RUCO inte rve ntion a nd

11

12 Application for Leave to Intervene.

13 On December 22, 2015, a Procedural Order was issued granting WISE intervention.

14 On March 3, 2016, Staff filed a Request for Modification to the Procedural Schedule, stating

15 that Staff needed additional time to file its direct testimony.

16 On March 4, 2016, a Procedural Order was issued granting Staff" s Request for Modification to

17 the  P roce dura l Sche dule .

18 O n  Ma rch  1 1 ,  2 0 1 6 ,  Ab b o tt file d  th e  d ire c t te s timo n y o f Ke vin  Ke mp , Ma n a g e r o f

19 Ma nufa cturing Engine e ring for Abbott's  Ca s a  Gra nde  ma nufa cturing pla nt, RUCO tile d the  dire ct

20 tes timony (cost of capita l and revenue  requirement) of John A. Cass idy, RUCO Public Utilitie s  Ana lys t

21 V, and S ta ff filed the  direct te s timony (revenue  requirement) of Briton A. Baxte r, S ta ff Public Utilitie s

22 Ana lys t V, dire ct te s timony (cos t of ca pita l) of Da vid C. P a rce ll, P re s ide nt a nd S e nior Economis t of

23 Te chnica l As s ocia te s , Inc., a nd dire ct te s timony (e ngine e ring) of Mr. S ma ila . WIS E did not file

24  te s timony.

25 On March 18, 2016, Abbott tiled the  direct te s timony (cos t of se rvice  and ra te  des ign) of Dan

26 Ne idlinge r, P re s ident of Ne idlinge r & Associa te s , Ltd., RUCO filed the  direct te s timony (ra te  de s ign)

27

2 8 20 Officia l notice is  taken of this  tiling, which was  not offered as  an exhibit in this  matter.
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23
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25

of Mr. Cassidy, and Staff filed the  direct testimony (ra te  design) of Mr. Baxter and the  direct testimony

(cos t of se rvice ) of Mr. Smaila .

On March21, 2016, Abbott filed a  Notice  of Erra ta  including exhibits  unintentiona lly omitted

4 from Mr. Ne idlinge r's  te s timony file d on Ma rch 18, 2016.

On March 30, 2016, RUCO filed a  Notice  of Erra ta  including revised ra te  design schedules .

On April l 1, 2016, S ta ff filed a  Notice  of Se ttlement Discuss ions  to occur on April 25, 2016.

On April 13, 2016, AWC file d the  re butta l te s timony of Mr. Ga rfie ld; Mr. Ha nis ,21 Mr.

Schneider, Mr. Reiker, Ms. A fe rn, and Jamie  R. Moe, AWC's  new Manager of Rates  and Regula tory

Accounting.

On April 25, 2016, a ll of the  pa rtie s  pa rticipa ted in a  se ttlement mee ting, facilita ted by Elijah

11 O. Abinah, S ta ff's  Ass is tant Director, and reached a  se ttlement in principa l. (Tr. a t 18-20.)

On April 26, 2016, S ta ff tile d a  Notice  of S e ttle me nt, s ta ting tha t a ll pa rtie s  ha d re a che d a

te nta tive  se ttle me nt tha t wa s  be ing me moria lize d in a  Se ttle me nt Agre e me nt ("Agre e me nt"). S ta ff

re que s te d tha t the  proce dura l s che dule  be  modifie d to a llow the  pa rtie s  to file  a  fully e xe cute d

Agre e me nt by Ma y 6, 2016, a nd te s timony in support of the  Agre e me nt on Ma y ll, 2016. Furthe r,

S ta ff reques ted tha t the  hea ring on the  Agreement commence  on May 12, 2016, and tha t a ll othe r

procedural dates be  vacated except for a  public comment proceeding on May 9, 2016.

On April 27, 2016, a  Procedural Order was issued vacating the  requirements and deadlines for

S ta ff/inte rve nor s urre butta l te s timony, AWC re j binde r te s timony, a nd the  pa rtie s ' s umma rie s  of

tes timony, vaca ting the  pre -hearing confe rence  scheduled for May 6, 2016, ordering tha t the  May 9,

2016, hea ring da te  would proceed only for the  purpose  of a ccepting public comment, vaca ting the

hea ring continua tion da te s  of May 10, ll, and 13, 2016, requiring the  pa rtie s  to file  a  fully executed

Agreement by May 6, 2016, and testimony regarding the  Agreement by May 11, 2016, and scheduling

the  evidentiary hearing on the  Agreement to proceed on May 12, 2016.

On May 6, 2016, Staff filed a  copy of the  executed Agreement, which had been signed on tha t

26 date.

27 21

28

Mr. Harris's rebuttal testimony was not offered as an exhibit in this matter. This is believed to have been an inadvertent
omission. (See Ex. A-14 at 6.) Because Mr. Harris's rebuttal testimony is needed to describe AWC's pre-settlement
position as to the NARUC USOA and accumulated depreciation, official notice is taken of his pre-filed rebuttal testimony.
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On May 9, 2016, the  public comment proceeding convened as  scheduled, with AWC, Abbott,

WISE, RUCO, and Staff appearing through counsel and no members of the public appearing to provide

comment.

On May 11, 2016, Abbott filed the  tes timony of Mr. Kemp, RUCO filed the  tes timony of David

5 P . Tenney, RUCO's  Director, AWC filed the  te s timony of Mr. Re ike r, S ta ff filed the  te s timony of Mr.

6 Abinah, and WISE filed a  s ta tement in support of the  Agreement.

7 On May 12, 2016, a  full evidentia ry hea ring in this  ma tte r was  he ld be fore  a  duly authorized

8 Adminis tra tive  La w J udge  of the  Commis s ion, a t the  Commis s ion's  office s  in P hoe nix, Arizona .

9 AWC, Abbott, WISE, RUCO, and S ta ff a ll appea red through counse l. AWC pre sented documenta ry

10 evidence  and the  tes timony of Mr. Re iker, Abbott presented documenta ry evidence  and the  tes timony

11 of Mr. Ke mp, RUCO pre se nte d docume nta ry e vide nce  a nd the  te s timony of Mr. Te nne y, a nd S ta ff

12 pre se nte d docume nta ry e vide nce  a nd the  te s timony of Mr. Abina h. WIS E offe re d no docume nta ry

1 3 e vide nce  or witne s s  te s tim ony. No m e m be rs  of the  public  a tte nde d  to  provide  com m e nt.

14 111. The Interveners

Abbott15 A.

16 Abbott ope ra te s  a  ma nufa cturing pla nt in Ca sa  Gra nde , within AWC's  P ina l Va lle y se rvice

17 a re a . (Ex. Abbott-1 a t 2.) The  pla nt ma nufa cture s  infa nt formula  a nd a dult nutritiona l products  tha t

18 a re  dis tribute d prima rily in the  we s te rn U.S . (Id) The  pla nt re ce ive s  two diffe re nt type s  of wa te r

19 se rvice  from AWC-non-potable  wa te r se rvice  through a  dedica ted 6" mete red connection and potable

20 wa te r se rvice  through a  1" me te red connection and a  back-up 6" me te red connection. (Id) The  non-

21 potable  water comes to the  Abbott plant through a  dedica ted7-mile  line  constructed and contributed to

22 AWC by Abbott, is  not trea ted by AWC except for the  addition of chlorine , and is  trea ted by Abbott a t

23 the  Abbott pla nt us ing its  own re ve rse  osmos is  sys te m." (Id.)

24 Abbott's  plant ope ra te s  a t a ll times  and uses  a  grea t dea l of wa te r-a s  an ingredient in some

25 products , in its  manufacturing processes, to clean manufacturing equipment, to produce  steam, and in

22

26

27 Abbott's reverse osmosis treatment removes arsenic, nitrates, and fluoride and otherwise treats the non-potable water
such that it meets all applicable water quality standards. (Ex. Abbott-1 at 2.) ADEQ considers the Abbott reverse osmosis
system to be the point of entry to AWC's system and tests the water for compliance just after the water has passed through
Abbott's reverse osmosis plant. (Id)28
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1

2

3

4

5

6

7

8

9

10

11

cooling towers . (Ex. Abbott-l a t 3.) In 2013, the  TY, and 2015, re spective ly, Abbott purchased 324,

331, a nd 371 million ga llons  of wa te r from AWC. (Id) Abbott pa ys  AWC the  ta riffe d ra te s  a nd

charges  for an indus tria l 6" me te r cus tomer, including the  s tanda rd monthly minimum charge  plus  a

commodity ra te  of $1.55 pe r thousand ga llons  for a ll of the  non-potable  wa te r obta ined through the

dedica ted 6" line . (See ing) For 2015, Abbott re porte d O&M cos ts  for its  re ve rse  osmos is  sys te m,

including power cos ts , of $6.44 pe r thousand ga llons . (Id a t 5.) Abbott reports  tha t it ha s  prioritized

reducing its  water usage for both financial and environmental reasons, that it has a  company-wide goal

to reduce its water usage by 30-percent between 2010 and 2020, indexed to sales, that its Casa Grande

plant has  been identified as  one  of its  high priority s ite s  for wa te r use  reduction, and tha t Abbott has

pa rtne red with the  Unive rs ity of Arizona  and Project WET to promote  its  own and community wa te r

conse rva tion. (Ex. Abbott-1 a t 4.)

12 B. WIS E

13

14

15

16

WIS E ide ntifie s  its e lf a s  "a  corpora tion de dica te d to working in va rious  we s te rn re gula tory

a renas  in orde r to incentivize  priva te  inves tment needed to mee t critica l infra s tructure  needs  in the

water, waste water and natural gas industries."23

c . R UC O

17

18 re s ide ntia l utility cons ume rs in  Commis s ion re gula tory proce e dings  involving public s e rvice

19 wrporalions. (A.R.S. § 40-462(A).)

20 IV. AWC's  Ap p lic a tio n

21

22

23

24

25

26

In the  Applica tion, AWC asserted tha t its  current revenues a re  inadequate  to a llow recovery of

its  cos t of se rvice , including the  cos t of its  capita l used to provide  such se rvice . (Ex. A-3 a t 2.) AWC

attributed a  significant portion of its  increased cost of service  in the  Western Group to its  need to make

lull beneficia l use  of its  CAP wate r supplies  through groundwate r recharge  and recovery. (Id a t 2, 4.)

AWC also asserted that its  ra te  base has increased substantia lly because it has designed, constructed,

and placed into se rvice  s ignificant plant additions  s ince  the  2010 tes t yea r used for its  most recently

27
23

28
Application of the Western Infrastructure Sustainability Effort for Leave to Intervene, filed in this docket on December

16, 2015. Official notice is taken of this document.
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2

3

4

1 completed rate case. (Id. a t 3.) AWC stipula ted tha t its  origina l cos t ra te  base  ("OCRB") may be  used

as  its  fa ir va lue  ra te  base  ("FVRB") for the  limited purpose  of se tting ra tes  in this  ma tte r. (id.) For the

Western Group as  a  whole , AWC requested an increase  in revenues of $6,010,408, or 28.33 percent

over adjus ted TY opera ting revenues  of $2l,216,768, and proposed a  FVRB of $67,417,785. (Ex. A-

•

•

•

•

•

•

•

Fa cility;

Authoriza tion of a  ne w OS FF Ta riff for White  Ta nk, to fund cons truction of a  White  Ta nk

•

Recharge  and Recovery Facility,

Authoriza tion to implement a  SIB mechanism such as  the  SIB mechanisms authorized for Me

Eastern Group systems in Decision No. 73938 and for the  Northern Group systems in Decision

No. 74081 ;

•

•

Continua tion of the  ACRM for the  Weste rn Group systems, and

Authoriza tion of a n NCRM for the  We s te rn Group s ys te ms , to comply with fe de ra l S a fe

Drinking Water Act s tandards.24

5 3 a t 4.) AWC a lso reques ted the  following:

6 Continua tion of currently authorized CAP M&I fees  in P ina l Valley and White  Tank, to recover

7 ongoing and defe rred CAP M&I capita l charges  from new customers ,

8 Ra te  ba se  tre a tme nt of $4,398,823 in a dditiona l de fe rre d CAP M&I ca pita l cha rge s  in P ina l

9 Valley that are  now used and useful, amortized to expense  over 20 years ($219,941 per year),

10 Deferra l and recovery over three  years  of $357,500, the  ne t cos t of de live ring 5,000 acre  fee t

l l ("AF") of CAP wa te r to P ina l Va lley gene ra l se rvice  cus tomers  in 2015,

12 Annua l recovery of $715,000 in ne t ongoing CAP M&l capita l and de live ry cha rges  re la ted to

13 de live ry of 5,000 AF of CAP wate r to P ina l Va lley genera l se rvice  cus tomers ,

14 Authoriza tion of a  new CAP surcha rge  to recove r increases  in ne t cos t pe r acre  foot of CAP

15 wate r, increased cos ts  re la ted to quantity of CAP wa te r de live red, and recovery of additiona l

16 deferred CAP M&I capita l charges as  they become used and useful,

17 Continuation of the  OSPF Tariff for Pinal Valley, to fund a  Pinal Valley Recharge  and Recovery

1 8

1 9

2 0

21

22

23

24

25

26

27

28 Ex. A-3 at 4-6.24
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1 v . Pre-Settlement Positions

2 A. 2015 CAP Wate r Us e  P lans

3

4

5

6

7

8

9

1 0

11

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

Awe

AWC's 2015 Pima] Valley CAP Water Use  Plan s ta tes  tha t AWC intends to de liver CAP water

to its  P ina l Va lle y cus tome rs  through unde rground s tora ge  a nd re cove ry be ginning in 2015, a t a n

es tima ted cos t of approximate ly $5.8 million ra the r than the  much higher e s tima ted cos t ($34 million

to $66 million in 2006 dolla rs25) of the  surface  wa te r trea tment plant and direct de live ry sys tem for

CAP wa te r tha t ha d be e n include d in AWC's  2006 CAP Wa te r Use  P la n. (Ex. A-2 a t PV-l.) AWC's

plan is  to cons truct the  P ina l Va lley Recharge  and Recovery Facility in the  eas te r portion of its  P ina l

Valley service  a rea  and to have  CAP water flow by gravity from a  turnout or s iphon constructed a t the

CAP a que duct through a  24" wa te r tra nsmiss ion ma in to the  P ina l Va lle y Re cha rge  a nd Re cove ry

fa cility. (Ex. A-2 a t P V-3, P V-6.) AWC will ne e d to ha ve  two monitoring we lls  ne a r the  re cha rge

ba s ins  a t the  fa cility a nd will initia lly re cove r s tore d CAP  wa te r from a ny of its  39 e xis ting we lls

throughout the  P ina l Va lley se rvice area pursuant to recove ry we ll pe rmits  is sued by ADWR. (Ex. A-

2 a t PV-6.) Ultima te ly, AWC will cons truct recove ry we lls  a t the  recha rge  s ite  and de live r the  s tored

CAP  wa te r to the  P ina l Va lle y se rvice  a re a 's  dis tribution sys te m through a  36" wa te r tra nsmiss ion

ma in. ( Id ) AWC intends to fund the  construction of the  Pinal Valley Recharge  and Recovery Facility .

primarily through OSFFs, a lthough it will a lso seek federal and sta te  grants and will use  company funds

if necessa ry. (Ex. A-2 a t PV-8.) AWC expects  to cons truct a ll phase s  of the  P ina l Va lley Recha rge

and Recovery Facility by 2020. ( Id ) Until the  P ina l Va lle y R&R Fa cility is  built, AWC will s tore  a nd

recover CAP wa te r for de live ry to cus tomers  by s toring CAP wa te r a t groundwate r savings  facilitie s ,

specifica lly through contracts  with the  Centra l Arizona  Ima tion and Dra inage  Dis trict, the  Maricopa -

S ta nfie ld Irriga tion a nd Dra ina ge  Dis trict, a nd the  Hohoka m Im'ga tion a nd Dra ina ge  Dis trict." (Ex.

24

25
25

26

27

2 8

AWC determined in 2014 that the cost for the surface water treatment plant and direct delivery system had increased
to $94 million. (Ex. A-2 at PV-1 .)
26 AWC arranges delivery of CAP water to the irrigation districts, saving that quantity of groundwater from being
pumped, and receives an equivalent CAP water storage credit. (Ex. A-2 at PV-10.) AWC can then recover an equivalent
amount of stored CAP water from its recovery wells and directly deliver the recovered CAP water to its Pinal Valley
customers. (Id) AWC also receives $36 per acre-foot from the irrigation districts to help offset AWC's cost to purchase
the CAP water for groundwater storage. (Id) In 2015, AWC stored 5,000 AF of groundwater in this manner. (See id )
AWC intends to increase the amount of groundwater stored each year by 1,000 AF. (Id at Pv-l l.)
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1 A-2 at PV-10.) AWC's 2015 CAP Water Use Plan is expected to reduce the amount of groundwater

2 pumped in the Pinal AMA by nearly 80,000 AF over the next 10 years and to help protect against

3 shortages when CAP water deliveries are cut back or curtailed in the future. (Ex. A-2 at PV-2.)

4 AWC's 2015 White Tank CAP Water Use Plan is substantially similar to the 2015 Pinal Valley

5 CAP Water Use  Plan-involving cons truction of a  Recharge  and Recovery Facility, CAP wate r

6 pumped to the Recharge and Recovery Facility, a monitoring well, existing wells used as recovery

7 wells , construction of new recovery wells , funding of the project primarily through OSFFs, and an

8 interim approach involving delivery of CAP Water to the Maricopa Water District. (Ex. A-2 at WT-3

9 through WT-8.) The White  Tank project has  an estimated cost of approximately $2.6 million, as

10 opposed to the estimated $11.2 million cost for a surface water treatment plant. (Id at WT-7.)

l l 2. Abbott

12 Abbott stated that AWC's recharge plan "seems like a good idea" because it promotes water

13 supply sus ta inability and avoids  the  la rge r up-front cos ts  tha t would have  been incurred with

14 construction of a new potable water treatment plant and direct delivery system. (Ex. Abbott-l at 6.)

15 3. RUCO

16 RUCO did not directly address AWC's 2015 CAP Water Use Plans.

17 4. Sta ff

18 Staff determined that the primary difference between the 2006 CAP Water Use Plan and the

19 2015 CAP Water Use  Plan is  tha t AWC has determined that ra ther than building surface  water

20 treatment facilities, it would be more economical for AWC to build underground storage facilities to

21 allow AWC to use its CAP allocations through groundwater recharge, storage, and recovery. (Ex. S- l

22 at 57.) Staff stated that AWC has estimated the use of underground storage facilities versus surface

23 water treatment facilities to save Pinal Valley ratepayers $24 per month, or 89 percent, and White Tank

24 ratepayers $33 per month, or 77 percent. (Ex. S-1 at 57.) Staff recommends that the Commission

25 approve AWC's 2015 CAP Water Use Plan. (Ex. S-1 at 57.)

2 6 o . I

27 . 4 n

28
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B. CAP M & I Fees

C. CAP Surcharge Mechanism

1

2 1. AW C

3 AWC reques ted authority to continue  collecting CAP M&I fees  in the  P ina l Va lley and White

4 Ta nk se rvice  a re a s  to re cove r a  portion of the  cos t of se curing CAP wa te r for future  cus tome rs  a nd

5 a llevia ting the  impact on current cus tomers . (Ex. A-4 a t 15, EX. A-6 a t 12-13.)

6 AWC provide d true -up sche dule s  for the  CAP M&l fe e s  e ffe ctive  for the  P ina l Va lle y (Ca sa

7 Grande  and Coolidge  sys tems only) and White  Tank se rvice  a reas , showing tha t a t die  end of the  TY,

8 Pina l Valley had a  recorded ba lance  of $6,687,97027 in deferred CAP M&I capita l charges , and White

9 Ta nk ha d a  re corde d ba la nce  of $480,815. (Ex. A-6 a t ll, e x. J MR-1, e x. J MR-4.) The  true -up

10 s che dule s  s how tha t CAP  M&I fe e  colle ctions  in the  P ina l Va lle y s e rvice  a re a  in 2006 a nd 2007

l l exceeded projections , but tha t collections  dropped off abruptly in 2008 and have  s ince  dwindled to a

12 small fraction of the  projected amount. (Ex. A-6 at ex. JMR-1 .) The true-up schedules show that White

13 Tank has  had a  s imila r expe rience , a lthough its  CAP M&I fee  collections  dropped off in 2009 ra the r

14 tha n 2008. (Ex. A-6 a t e x. J MR-4.)

15 2. Abbott

16 Abbott did not specifica lly address  continua tion of AWC's  CAP M&I fees  in its  te s timony.

17 3. RUCO

18 RUCO did not specifica lly addre ss  continua tion of AWC's  CAP M&I fee s  in its  te s timony.

19 4. S ta ff

20 Sta ff did not specifica lly address  continua tion of AWC's  CAP M&I fees  in its  te s timony.

2 1

22 1. AW E

23 AWC requested authority to implement a  new CAP Surcharge  to result in "timely" recovery of

24 increases  in the  ne t per-acre-foot cost of CAP water (including scheduled increases  in CAP M&I capita l

25

26

27

2 8

As described below, AWC proposed to include $4,398,823 of this amount in rate base for Penal Valley ($3,089,724 for
Casa Grande and $1,309,098 for Coolidge), leaving a pro forma balance of $2,289,147 ($l,607,893 for Casa Grande and
$681,255 for Coolidge). (See Ex. A-6 at ll, ex. JMR-l through JMR-3.)

27
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1 a nd de live ry cha rge s28 a nd e limina tion of offs e tting pa yme nts  from groundwa te r s a vings  fa cility

2 opera tors), increased costs  re la ted to the  quantity of CAP water recharged, recovered, and de livered to

3 genera l service  customers, and additional deferred CAP M&I capita l charges re la ted to increased CAP

4 wa te r de live rie s . (Ex. A-4 a t 15-16, Ex. A-5 a t 13-14.) AWC s ta ted tha t none  of these  additiona l CAP-

5 re la ted costs  a re  included in its  proposed revenue  requirement, a s  they were  not costs  incurred during

6 the  adjus ted TY. (Ex. A-5 a t 16.) From 2015 to 2020, AWC anticipa tes  increas ing the  amount of CAP

7 wa te r re cha rge d, re cove re d, a nd de live re d to cus tome rs  in P ina l Va lle y from 5,000 AF to 8,956 AF,

8 with a  corresponding tota l purchased water cost increase  of $1,809,454 and in White  Tank from 0 AF

9 to 968 AF, with a  corresponding tota l purchased wate r cost increase  of $352,005. (Ex. A-5 a t ex. JDH-

1 0  9 . )

l l AWC proposed that it submit an annual report showing the  amount of CAP Surcharge  revenue

12 colle cte d compa re d to the  a mount a uthorize d a nd ide ntifying a ny unde r- or ove r-colle cte d CAP

13 Surcha rge  and tha t it be  required to recove r or re fund any unde r- or ove r-collected CAP Surcha rge

14 revenues, without inte rest, over a  12-month period through a  CAP Surcharge  True-up Adjustment. (Ex.

15 A-5 a t 16-17.) AWC proposed tha t the  CAP Surcharge  be  ca lcula ted using the  purchased CAP water

16 expense , adjus ted for any unde r- or ove r-collection and for contractua l payments  from Groundwa te r

17 Savings  Facilitie s , minus  the  amount of purchased CAP wate r expense  included in base  ra tes  in this

18 de cis ion, to re a ch the  CAP  S urcha rge  Re ve nue , which would the n be  divide d by the  numbe r of

19 thousand ga llons  sold to reach a  CAP Surcha rge  monthly ra te  pe r thousand ga llons  sold. (Ex. A-5 a t

20 16-17, ex. JDH-10.) AWC estimated tha t the  CAP Surcharge  for P ina l Valley would be  approximate ly

21 $0.57 pe r re s ide ntia l cus tome r pe r month a nd tha t the  CAP  S urcha rge  for White  Ta nk would be

22 approximate ly $3.07 per res identia l cus tomer per month. (Ex. A-5 a t 17, ex. JDH-10.) AWC provided

23 a  propose d P la n of Adminis tra tion for the  CAP  S urcha rge . (Ex. A-5 a t e x. JDH-l1.) AWC a sse rte d

24 tha t the  Commiss ion has  previous ly approved a  s imila r surcha rge  mechanism for othe r utilitie s ." (Ex.

25 A-5 a t 17-18.)

2 6

2 7 (Ex. A-5 a t 14-15,
29

28

is A CAWCD pricing schedule for 2015 shows that from 2015 to 2020, the M&I capital charge is projected to increase
from $22 per acre-foot to $25 per acre-foot, and the M&I delivery charge tram $157 per acre-foot to $196 per acre-foot).

ex. JDH-8.)
AWC referred to Docket No. W-021 l3A-13-0l 18 (Chaparral city Water Company) and Docket No. WS-02987A-08-

0180 (Johnson Utilities Company). (Ex. A-5 at 18.)
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1 Abbott

2 Abbott e xpre sse d ge ne ra l support for funding of AWC's  CAP  progra m a s  a  "vita l re source

3 necessary to fulfill customers ' needs  now and into the  future" but did not express  an opinion regarding

4 the  le ve l of the  propos e d s urcha rge . (Ex. Abbott-2 a t 7.) Abbott s ta te d tha t AWC's  re cha rge  pla n

5 "seems like  a  good idea" because  it promotes water supply susta inability and avoids the  la rger up-front

6 costs  tha t would have been incurred with construction of a  new potable  water trea tment plant and direct

7 de live ry s ys te m. (Ex. Abbott-l a t 6.)

8 3. RUCO

9 RUCO did not specifica lly address  AWC's  proposed CAP Surcharge  in its  te s timony.

10 4. S ta ff

l l Staff recommended that the  Commission approve a  CAP Surcharge mechanism, but disagreed

12 with AWC's proposa l to use  estimated payments  and expenses and recommended dirt the  actua l CAP

13 M&I de live ry cha rge s  be  use d for the  wa te r AWC a ctua lly re ce ive s . (Ex. S -1 a t 59.) Although S ta ff

14 agreed tha t AWC's  recove ry of de fe rred CAP M&I capita l cha rges  should increase  proportiona lly a s

15 the  usa ge  of its  CAP  a lloca tion incre a se s , S ta ff dis a gre e d with AWC's  propose d tre a tme nt of the

16 amortiza tion of additiona l de fe rred CAP M&I charges , which S ta ff s ta ted would a llow AWC to recover

17 the  full increased used and use ful portion, including a  re turn of inves tment plus  income  taxes , in the

18 ye a r the  cha rge s  be come  us e d a nd us e ful. (Ex. S -1 a t 59-60.) S ta ff s ta te d tha t the  Commis s ion

19 pre vious ly ha s  re quire d the se  cha rge s  to be  a mortize d for re cove ry ove r a  pe riod of 20 ye a rs  a nd

20 re comme nde d tha t a ny a dditiona l de fe rre d CAP  M&I ca pita l cha rge s  tha t be come  use d a nd use ful

21 between ra te  cases be  amortized over 20 years . (Ex. S-1 a t 60.) Staff recommended:

22 (a ) Approval of a  CAP Surcharge  mechanism;

23 (b) Tha t AWC be  re quire d to tile  in the  docke t for this  ma tte r, once  CAP cos ts  be come

24 known and measurable  based on actua l de liveries  beyond what is  included in base  ra tes  in this  matte r,

25 a  CAP Surcharge  initia tive  request,

26 (c) That AWC be a llowed to recover any increased portion of the  used and useful deferred

27 CAP M&l ca pita l cha rge s  ove r a  20-ye a r pe riod, a nd

28
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(d)1

2

3

4

D. OS FF Ta r iffs

5

6

1. AWC

AWC re que s te d tha t its  OS FF Ta riff for P ina l Va lle y be  continue d, but with modifica tion to

accommodate  residentia l homes with tire  sprinkler systems by charging the  same OSFF for residentia l

customers  with 3/4" mete rs  as  a re  charged for res identia l customers  with 5/8" x 3/4" mete rs . (Ex. A-5

7 a t 13, ex. JDH-7.)

8 AWC also requested authority to implement a  new OSPF Tariff in the  White  Tank service  area

9 to fund the  White  Tank underground recharge  and recovery facility, which AWC intends  to commence

10 building in 2018 a nd which is  inte nde d to e na ble  AWC to a s s ure  tha t CAP  wa te r is  a va ila ble  for

l l de live ry to White  Tank. (Ex. A-4 a t 16, EX. A-5 a t 10-11, ex. JDH-4, ex. JDH-6, Ex. A-6 a t 29.) AWC

12 s ta ted tha t the  OSFF would be  applied to a ll new se rvice  connections  in the  White  Tank se rvice  a rea

13 a nd would e quita bly a pportion the  cos ts  of cons tructing the  ne w fa cility a mong a ll White  Ta nk

14 cus tome rs  whos e  wa te r s upply re quire me nts  ma ke  the  fa cility ne ce s s a ry. (Ex. A-5 a t 10.) AWC

15 proposed a  fee  of $2,500 for each new service  connection with a  5/8" x 3/4" meter and graduated fees

16 for la rge r mete r s izes . (Ex. A-5 a t 10.) AWC de te rmined the  proposed fee  by combining the  es timated

17 cos ts  of the  White  Ta nk unde rground fa cility, re cove ry we lls , a nd othe r off-s ite  fa cilitie s  not funde d

18 by de ve lope rs  ($2,64l,000) a nd dividing tha t by the  e s tima te d numbe r of ne w 5/8" x 3/4" me te r

19 e quiva le nts  (e s tima te d a t 985 from 2016 through 2022). (Ex. A-5 a t ll, e x. J DH-4.) AWC a ls o

20 considered the  impact fees charged by public service  corpora tions and municipa lities  in the  surrounding

21 areas and concluded that the proposed OSFFs are below the median of similar fees charged in similarly

-5 a t 10-11, 13, ex. JDH-5.)22 loca ted nea rby communitie s . (Ex. A

23 AWC asserted that when the OSFFs are received from developers, they are recorded in an OSFF

24 de fe rred liability account, where  they remain until the  off-s ite  facilitie s  a re  cons tructed and placed into

25 se rvice  us ing the  funds , a t which time  an equiva lent amount is  transfe rred from the  de fe rred liability

26 account to contributions  in a id of cons truction ("CIAC"), re sulting in no ra te  base  increase . (Ex. A-5

27

28 Ex. s-1 at 60.30
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1 a t 12.) AWC asse rts  tha t it should not be  required to offse t ra te  base  with any unexpended OSFFs

2

3

4

because  the  OSFFs a re  unava ilable  to AWC except for the  res tricted purpose  of constructing off-s ite

fa cilitie s . (Ex. A-5 a t 12.)

Abbott

5

2.

Abbott did not specifica lly address  the  proposed OSFFs in its  tes timony.

6 RUCO

7

8

3.

RUCO did not specifica lly address  the  proposed OSFFs in its  tes timony.

S ta ff

9

1 0

11

Staff determined that the  proposed OSFFs were reasonable  and recommended adoption of the

specific ta riff language  conta ined in Exhibit A to Mr. Smaila 's  tes timony, which included OSFF Tariffs

for both P ina l Va lley and White  Tank. (Ex. S -l a t 60-61, EX. S-3 a t ex. FMS a t ex. A, ex. B.)

1 2 E. Rate Base

1 3 AWC

1 4

15

1 6

1 7

1 8

1 9

20

21

22

23

In its  propose d OCRB/FVRB for the  We s te rn Group a s  a  whole , AWC include d a n upwa rd

a djus tme nt to utility pla nt of $9,496,795 to re fle ct "re ve nue -ne utra l"3l utility pla nt a dditions  pla ce d

into se rvice  pos t-TY a long with one  ha lf-yea r of accumula ted deprecia tion, an upward adjus tment in

the  form of a  ne t regula tory asse t of $354,981, representing amortiza tion of previously defe rred CAP

M&I capita l charges tha t were  found used and useful in prior ra te  cases, and an upward adjustment in

the  form of net regula tory asset of $4,398,823, representing the  pro ra ta  portion of the  TY-end balance

of de fe rre d CAP  M&I ca pita l cha rge s  corre sponding to the  a mount of AWC's  (pre vious ly unuse d)

CAP water a lloca tion tha t had been put to beneficia l use  through de livery of 5,000 AF to P ina l Valley

genera l se rvice  customers  in 2015 and now used and useful." (Ex. A-6 a t 14-18, Ex. A-3 a t ached. B-

2.) AWC a lso propose d a djus tme nts  (a  cumula tive  tota l of $1,869,882 in ne t pla nt in s e rvice  a nd

24
3 1

25

26

27

28

AWC stated that the plant was revenue-neutral because it included only items required to provide service to customers
served during the TY. (Ex. A-6 at 15.)
32 The CAP M&I capital charges are now asserted to be used and useful because in 2015, AWC delivered 5,000 AF of
CAP water to general service customers in the Pinal Valley service area by storing 2,500 AF of CAP water at the Maricopa-
Stantield Irrigation and Drainage District's groundwater savings facility and 2,500 AF of CAP water at the Central Arizona
Irrigation and Drainage District's groundwater savings facility, making 5,000 AF of water recoverable, through AWC's 39
ADWR-permitted recovery wells, for delivery to general service customers throughout the Pinal Valley service area. (Ex.
A-6 at 17.) AWC proposes to amortize the regulatory asset over 20 years. (Ex. A-6 at 18.)

4.

1 .
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1

2

3

4

5

$14,084,977 in deferred income tax) to a llocate  ra te  base items related to the Phoenix Office  and Meter

Shop to each sys tem us ing a  three -factor formula  ba sed on number of cus tomers , gross  plant le ss

inta ngible s , a nd pa yroll. (Ex. A-6 a t 19, Ex. A-3 a t a che d. B-2.) Be ca use  de live ry of CAP  wa te r to

White  Tank customers  had not ye t commenced, AWC did not propose  to include  any of the  defe rred

CAP M&I capita l cha rges  in ra te  base  for White  Tank. (See  Ex. A-6 a t 11-12, ex. JMR-4.)

2. Abbott6

7 Abbott did not make ra te  base  recommendations.

RUSSO

9 RUCO re comme nde d re ductions  in pos t-TY pla nt for e a ch We s te rn Group s e rvice  a re a

10 ($5,167,279 for Penal Valley, $352,391 for White  Tank, and $4,326 for Aj o), reductions in accumula ted

8

12

deprecia tion to re flect the  reductions in post-TY plant, and reductions in cash working capita l to re flect

both inclus ion of inte re s t expense  in ca lcula tion of working capita l requirements  and recommended

13 reductions  in opera ting expenses . (Ex. RUCO-1 a t 4, 11-15.) RUCO asserted tha t a  tes t pe riod is  the

14 prope r bas is  for se tting jus t and reasonable  ra te s  only if it includes  ma tching cos ts  and revenues  and

15 tha t, a lthough Staff has  more  recently recommended a llowance  of post-TY plant additions even in the

16 absence  of a  used and use ful de te rmina tion, the  Commiss ion's  prior practice  had been to a llow pos t-

17

1 8

19

20

21

22

23

24

25

26

TY plant in ra te  base  as  an exception in specia l and unusua l circumstances  ra the r than as  the  norm.

(Ex. RUCO-l a t 8-9.) RUCO a sse rte d tha t pos t-TY pla nt should be  include d in ra te  ba se  only if it is

comple ted within s ix months  a fte r the  end of the  TY or is  pa rt of a  "ma jor project."33 (Ex. RUCO-l a t

10.) RUCO recommended exclus ion from ra te  base  of specific pos t-TY "sma ll and/or recurring type

proje cts " e ve n though comple te d within s ix months  a lte r the  e nd of the  TY. (Ex. RUCO-l a t 10.)

RUCO's  "s ma ll a nd/or re curring type  proje cts " e xclus ion re s ulte d in a  pos t-TY pla nt de cre a s e  of

$47,000 for P ina l Va lley, $329,250 for White  Tank, and $450 for Ajo. (Ex. RUCO-l a t 10-11.)

RUCO a lso a sse rted tha t AWC had fa iled to recognize  de fe rred income  taxes  re la ted to the

inclusion of post-TY plant adj ustments, which should have resulted in reductions to ra te  base , a lthough

RUCO did not ha ve  a ll of the  da ta  ne ce s sa ry to ca lcula te  the  de fe rre d income  ta x e ffe ct a nd ha d

27 33

28

RUCO stated that "major projects" would include transmission and distribution mains, wells and pumping equipment,
services, and projects that typically improve infrastructure, as well as projects that improve water quality, reduce significant
repair expenses, and ensure regulatory compliance. (Ex. RUCO-l at l0.)

26 DECIS ION NO.
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$56,001,472 $4,737,182 $954,567I

4. S ta ff

Sta ff recommended reductions  in post-TY plant for each Weste rn Group system ($3,208,287

for Pina l Valley, $72,481 for White  Plant, and $12,585 for Ajo) to exclude  post-TY plant additions tha t

Staff determined not to be used and useful because they were not in service by December 3 l , 2015, to

exclude  "Blanket" projects , and to use  the  actua l costs  of comple ted projects  ra ther than the  estimate

cos ts  used by AWC. (Ex. S -1 a t 6-7, 11-14, 16-19, 21-24.) S ta ff a lso recommended adjus tments  to

cash working capital based on Staffs adjustments to revenue and expenses as well as Staff" s inclusion

of inte res t expense  in its  ca lcula tions  of cash working capita l for each sys tem. (Ex. S-l a t 14-16, 19-

21 , 24-26.) Staff s ta ted that it had requested additional information from AWC regarding the  "Blanket"

projects  and tha t it intended to address  the  projects  furthe r in surrebutta l te s timony, e ithe r to corliss

tha t the  proje cts  we re  not us e d a nd us e ful or to ma ke  a ny ne ce s s a ry a djus tme nts . (Ex. S -l a t 14, 19,

23-24.)

Staff recommended the  following OCRB/FVRB for each Western Group system:35

White  TankP ina l Va lle y I I Ago
$57,867,309 $5,058,486 $948,972I

5.

AWC disagreed with RUCO's  recommended exclus ions  of pos t-TY plant, a sse rting tha t a ll of

the  pos t-TY proje cts  AWC propos e d to include  in ra te  ba s e  me e t RUCO's  de finition of "ma jor

34 Ex. RUCO-1 a t iii, P ima] Va lley Sys tem Direct Schedule JAC-1 (hereina fter referred to a s  "PV DS JAC-l"), PV DS
JAC-2, PV DS JAC-3, White Tank Sys tem Direct Schedule JAC-1 (hereina fter referred to a s  "WT DS JAC-l"), WT DS
J AC-2, WT DS J AC-3, Ajo Sys tem Direct Schedule J AC-1 (hereina fter referred to a s  "Ajo DS J AC-l"), Ajo DS J AC-2,
Ajo DS JAC-3 .
35 Ex. S -l a t P ina l Va lley S chedule  BAB-l (he re ina fte r "P V BAB-l"), P V BAB-3, P V BAB-4, White  Ta nk S chedule
BAB-l (he re ina fte r "WT BAB-l"), WT BAB-3, WT BAB-4, Ajo S chedule  BAB-l (he re ina fte r "Ajo BAB-l"), Ajo BAB-
3, Ajo BAB-4.

27 DE CIS IO N n o .
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1 re que s te d  the  ca lcu la tion  from  AWC s o  tha t RUCO  could  m a ke  the  a d jus tm e nt in  its  s ubs e que nt

2 te s tim ony. (Ex. RUCO-1 a t 12-13.)

3 RUCO re comme nde d the  following OCRB/FVRB for e a ch We s te r Group s ys te m:3'*

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

P ina l Va lle y White  Ta nk l Air

II
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1 projects" and were undertaken to improve infrastructure, to improve quality of service, or to comply

2 with water quality standards. (Ex. A-12 at 7.) AWC further asserted that RUCO had failed to

3 demonstrate that the "small and/or recurring type projects," for which RUCO recommended exclusion,

4 did not improve the quality of service to customers. (Ex. A-12 at 7.) AWC cited Commission decisions

5 in which 12 months of post-TY plant were included in rate base based on Staff' s determination that the

6 plant was in service and used and useful. (Ex. A-12 at 8.) AWC also pointed out that RUCO had

7 recommended exclusion from Pinal Valley's rate base of an arsenic treatment plant placed into service

8 on July 8, 2015, although the plant would fall within RUCO's "major projects" definition. (Ex. A-12

9 at 9.) AWC also disputed RUCO's assertion that the post-TY plant created a matching problem,

10 asserting that RUCO had failed to show that the revenues resulting from inclusion of the post-TY plant

l l in rate base would result in a detriment to ratepayers and, further, that the post-TY plant was revenue

12 neutral, financed by stockholders, and placed in service specifically to ensure safe and reliable service

13 for the benefit of ratepayers. (Ex. A-12 at 10.)

14 AWC acknowledged that accumulated depreciation would need to be adjusted for any post-TY

15 plant removed from rate base and also proposed a rebuttal rate base adjustment to reflect the deferred

16 tax effect of bonus depreciation on the post-TY plant AWC proposed to include in rate base. (Ex. A-

17 12 at  ll. )

18 AWC disagreed with RUCO's recommendation to include interest expense in the calculation

19 of working cash, reasoning that if the cost associated with the debt component of operating income is

20 included in calculating required working cash, then the cost associated with the equity component must

21 also be included in the calculation. (Ex. A-ll at 40.) AWC also asserted that there were errors in

22 RUCO's calculation of working cash. (Ex. A-ll at 41 .)

23 AWC stated that it agreed, for the most part, with Staffs adjustments to post-TY plant, but

24 anticipated that Staff would be making additional adjustments to update project costs and include

25 "Blanket" projects and project 0076 as used and useful upon further review of AWC's response to

26 Staff' s data requests. (Ex. A-12 at 18-19.) AWC asserted that the "Blanket" projects had all been

27 completed and placed into service by December 31, 2015, and were all used and useful. (Ex. A-10 at

28 15.) AWC described the "Blanket" projects as smaller replacement projects necessary to provide safe

28 DECIS ION no.
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1

AWC asse rted resulted in unders ta tement of opera ting expenses . (Ex. A-ll a t 52.)

On rebutta l, AWC proposed the  following FVRB for each Western Group system:36

P e na l Va lle y
$58,322,921

White  Tank
$5,078,719

Ajo
$966,310

F . Cost of Capital

and reliable water service, with a cost less than $l0,000, with short lead times, managed by division

2 management, and reviewed by AWC's management and engineering department on an aggregate basis.

3 (Ex. A-10 at 15-16.) AWC stated that it had provided Staff with copies of all invoices with a cost

4 above $1,000 in response to a Staff data request. (Ex. A-10 at 16.)

5 AWC agreed to remove a total of $1,580,000 in post-TY plant from Pinal Valley and a total of

6 $136,000 from the Phoenix office. (Ex. A-10 at 16.) AWC also asserted that Staff had not made

7 corresponding adjustments to accumulated depreciation for the post-TY plant Staff had excluded from

8 its recommended rate base, something that would need to be done. (Ex. A-12 at 19.) AWC also

9 disagreed with Staffs recommendation to include interest expense in the calculation of working cash

10 and with Staff" s inclusion of rate case expense in Staff' s adjustments to AWC's lead lag study, which

13

14

15

16 1. Summary

17 Abbott and WISE did not take positions on cost of capital.

18 AWC, RUCO, and Staff all used AWC's actual capital structure to establish their Western

19 Group cost of capital (COC) recommendations and all disagreed on cost of equity ("COE"), while only

20 RUCO disagreed with the others on cost of debt ("COD"). (Ex. A-7 at 6, Ex. A-13 at 75, ex. PMA-

21 R32, Ex. S-5 at ex. DCP-1; see Ex. RUCO-3 at i, 54.) AWC, RUCO, and Staff proposed the

22 t`ollowing:37

23
24 . . .

25 . . .

26 . . .

27 . . .

36 Ex. A-12 at Schedule A-1 Rebuttal (hereinafter "Sched. A-l Reb."), Sched. B-1 Reb., Sched. B-2 Reb.
37 Ex. A-7 at 6, Ex. A-13 at 75, ex. PMA-R32, Ex. S-5 at ex. Dcp-l,' see Ex. RUCO-3 at i, 54.28
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AWC R UC O Sta ff
Weight Cost Weighted

Avg. Cost
Weight Cost Weighted

Avg. Cost
Weight Cost Weighted

Avg Cost
Common
Equity

53.69% 11.45%38 6.15% 53.69% 8.95% 4.81% 53.69% 9.05% 4.86%

-l)e bt 46.31% 6.82% 3.16% 46.31% 5.43% 2.51% 46.31% 6.82% 3.16%
Weighted
Average
Cost of
Capita l

9.31% 7.32% 8.02%
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1

2

3

4

5

6

7 AW E

8

9

10

11

12

13

14

15

16

17

To de te rm ine  AWC's  propos e d cos t of e quity, Ms . Ahe m  pe rform e d dis counte d ca s h flow

("DCF") mode l, ris k pre mium mode l ("RP M"), a nd ca pita l a s s e t pricing  mode l ("CAP M") a na lys e s

with a  proxy group of e ight publicly tra de d wa te r com pa nie s ." (Ex. A-7 a t 3, 7.) Ms . Ahe m 's  DCF

pe rcent," re s pective ly, which Ms . A fe rn ave raged to reach a  COE of 9.60 pe rcent. (Ex. A-7 a t 3, 7.)

Ms . Ahe m  op ine d tha t due  to  the  fe de ra l g ove rnm e nt's  influe nce  on the  m a rke t a nd the

his torica lly low inte re s t ra te s  re s ulting from the  re ce nt re ce s s ion, tra ditiona l COE mode ls  (including

the  m ode ls  s he  us e d) te nd to unde rs ta te  the  inve s tor-re quire d COE. (Ex. A-7 a t 12.) Ms . Ahe m

concluded tha t AWC required a  0.50 percent bus ines s  risk premium due  to the  unique  risks  it faces  as

a  re s ult of its  s ma lle r s ize  compa re d to the  proxy group utilitie s . (Ex. A-7 a t 3, 13-14, 21-22, 44-45.)

Ms . A fern further concluded tha t AWC required a  0.63 percent financia l risk premium due  to its  grea te r18

19

20 is

21

22

23

24

25

26

27

28

AWC originally proposed a cost of equity of 10.75 percent, but increased its proposed cost of equity to 11.45 percent
on rebuttal. (See Ex. A-7 at 6, Ex. A-13 at 75.)
39 The proxy group included American States Water Co., American Water Works Co., Inc., Aqua America, Inc.,
California Water Service Group, Connecticut Water Service, Inc., Middlesex Water Co., SJW Corp., and York Water Co.
(Ex. A-7 at 24-25.) Ms. A fern stated Mat for the five years ending in 2014, the proxy group utilities had average earnings
on book common equity of 10.03 percent and average common equity based upon permanent capital (excluding short-term
debt) of 5 l .24 percent. (Ex. A-7 at 25.)
40 Ms. A fern's single-stage DCF model analysis resulted in a range ofDCF COEs for the proxy group from 7.35 percent
to 12.92 percent, an average of 8.93 percent, and a median of 8.35 percent, which she averaged to reach 8.64 percent. (Ex.
A-7 at 28, ex. PMA-5.)
41 Ms. A fern's Predictive Risk Premium Model ("PRPM") analysis resulted in an average of 11.94 percent and a median
of 11.24 percent, which she averaged to reach 11.59 percent. (Ex. A-7 at 29-31.) Ms. A fern's Adjusted Total Market
Approach RPM analysis resulted in an adjusted prospective bond yield of 5.06 percent and an equity risk premium of 4.87
percent, which she added to reach 9.93 percent. (Ex. A-7 at 31-37, ex. PMA-7.) The two RPM analysis results were
averaged to reach 10.76 percent. (Ex. A-7 at 37.)
42 Ms. A fern used a risk-free rate of 3.69 percent and performed both a traditional CAPM analysis and an empirical
CAPM analysis, reaching average results of 9.31 and 9.76 and median results of 9.40 and 9.82, respectively, which were
then averaged to reach a rate of 9.58 percent. (Ex. A-7 at 39-40.)
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DCF 8.16%

RPM 10.70%

CAPM 10.26%

Ave ra g e 10.00%

Credit Risk Adj vestment ().93%45
Size Adjustment 0.50%

Indicated COE 11.43%

Re comme nde d COE 11.45%

Re comme nde d ROR 9.31%

DOCKETNO. W-01445A-15-0277

1

2

3

4

credit risk compared to the proxy group utilities.43 (Ex. A-7 at 22-24.) In her direct testimony, Ms.

Ahem calculated a COE of 10.73 percent, which she rounded up to recommend a COE of 10.75 percent,

resulting in a recommended rate of return ("ROR") of 8.93 percent. (Ex. A-7 at 3, 5-6.)

In her rebuttal testimony, Ms. Ahem performed the same analyses, with the following results:44

5

6

7

8

9

10

11 Ms. Ahem cr it icized RUCO and Staffs  recommended COEs as unreasonably low and

12

13

14

15

16

17

18

19

20

21

22

inadequate for a relatively small water utility. (Ex. A-l3 at 8.) Ms. Ahem asserted that RUCO and

Staff s single-stage DCF results each significantly understated COE and that their  CAPM and

Comparable Earnings ("CE") model results were flawed. (Ex. A-13 at 5.) Specifically, Ms. A fern

stated that the CAPM analyses were flawed because they incorrectly relied on a historical risk-free rate

although ratemaking and cost of capital are prospective, they incorrectly calculated the market equity

risk premium by relying on the rate of return on book common equity for the S&P 500 rather than the

market, and they did not include an empirical CAPM analysis although evidence indicates that low-

beta securities such as utilities earn returns higher than the CAPM predicts. (Ex. A-13 at 27-41 .) Ms.

A fern also took issue with Staff s use of a geometric mean historical market equity risk premium and

failure to use a forward-looldng equity risk premium. (Ex. A-13 at 27.) Ms. Ahem asserted that RUCO

and Staff' s CE analyses should be rej ected and replaced with the results of market models applied to a

23

24
43

25

26

27

28

Ms. Ahem determined that the average Standard & Poor's ("S&P") long-term issuer rating for the proxy group utilities
was A and the average Moody's long-term issuer rating for the proxy group utilities was A2/A3, while AWC bonds would
be rated Baa2 by Moody's if AWC had rated bonds. (Ex. A-7 at 23, 42-43.) From this, based on the credit risk for Baa2
bonds, Ms. Ahem concluded that a 0.63 percent credit risk premium was warranted. (See Ex. A-7 at 3, 42-43.)
44 Ex. A-13 at 75, ex. PMA-R32.
45 Ms. Ahem's credit risk adjustment increased based on her calculation of the necessary adjustment using five-sixths of
a recent three-month average spread between Moody's A and Baa2 rate public utility bond yields, which included a period
of March through May 2015 on direct and a period of November 2015 through January 2016 on rebuttal, as the average
bond spreads increased from 0.76 percent to 1.20 percent. (SeeEx. A-7 at 43, ex. PMA-7 at 4, Ex. A-l3 at 49, ex. PMA-
RI7.)
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1 non-re gula te d group. (Ex. A-13 a t 43-47.) Ms . Ahe m "corre cte d" RUCO a nd S ta ffs  CAP M a nd CE

2 ana lyses , obta ining results  of 10.07 pe rcent with the  CAPM and 11.57 pe rcent with the  CE. (Ex. A-13

3 a t 48.) Including DCF re sults , Ms . Ahe m conclude d tha t the  "corre cte d" COEs  for RUCO a nd S ta ff

4 would be  10.09 pe rcent and 10.08 pe rcent, re spective ly. (Ex. A-13 a t 48.) Ms. Ahem furthe r criticized

5 RUCO a nd S ta ff' s  fa ilure  to include  cre dit ris k a dj us tme nts  a nd s ize  a djus tme nts  in the ir COE

6 re comme nda tions , a s se rting tha t inclus ion of the se  a djus tme nts , with the  "corre cte d" COE re sults ,

7 re sulted in a  COE range  of 11.58 to 11.59 pe rcent for RUCO and S ta ff. (Ex. A-13 a t 6, 69-75.)

8 Ms. A fe rn criticized RUCO's  use  of a  fictitious  debt cos t ra te  of 5.43 percent, a sse rting tha t it

9 viola te d the  e conomic principle  of opportunity cos t, a s  it implie d a n e quity risk pre mium of only 138

10 bas is  points , which was  pa rticula rly "egregious" in view of he r having de te rmined tha t the  equity risk

l l pre mium for the  proxy group wa s  8.38 pe rce nt. (Ex. A-13 a t 18.) Ms . Ahe m furthe r a s s e rte d tha t

12 RUCO's  cos t of debt recommenda tion viola ted traditiona l cos t of se rvice  principle s . (Ex. A-13 a t 19.)

13 3. Abbott

14 Abbott did not take  a  pos ition on AWC's  COC.

15 4. RUCO

16 To de te rmine  RUCO's  recommended COE, Mr. Cass idy pe rformed DCF mode l, CAPM, and

17 CE mode l a na lyse s  us ing a  proxy group of the  nine  publicly tra de d wa te r utility compa nie s  followe d

18 by both the  S ta nda rd La rge -Ca p a nd Sma ll & Mid-Ca p e ditions  ofThe Value  Line  Investment Survey,

19 which a dde d Arte s ia n Re source s  to the  e ight wa te r utility compa nie s  use d for AWC's  proxy group.

20 (Ex. RUCO-3 a t 29.) Mr. Ca s s idy pe rforme d the  Cons ta nt Growth DCF mode l us ing both his torica l

21 and projected growth ra tes , which resulted in COEs ranging be tween 6.1 percent and 9.1 percent for

22 the  proxy group companies , and recommended a  DCF COE of 8.63 percent. (See  Ex. RUCO-3 a t 29-

23 32, ached. JAC-3.) Mr. Cass idy performed the  CAPM ana lyses  us ing a  risk-free  ra te  of 2.95 percent,

24 the  a ve ra ge  yie ld on the  30-ye a r long-te rm U.S . Tre a s ury Bond, me a s ure d from Nove mbe r 2015

25 through January 2016, s ta ting tha t use  of a  forecas ted risk-free  ra te  in the  CAPM results  in overs ta ted

26 COE re sults . (Ex. RUCO-3 a t 34.) Mr. Ca ss idy e s tima te d ma rke t risk pre mium by compa ring a nnua l

27 ROEs for the  S&P 500 with annua l yie lds  on 20-yea r long-te rm U.S . Treasury bonds  for the  pe riod of

28 1978 to 2015, resulting in a  marke t risk premium of6.91 percent. (Ex. RUCO-3 a t 35-36.) Mr. Cassidy
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2

3

4

1 determined the CAPM COE to be 7.79 percent. (Ex. RUCO-3 at 36.) Mr. Cassidy performed a CE

analysis using actual ROEs for the proxy group from 2005 through 2014 and from 2010 through 2014

and projected ROEs for 2015 through 2019, resulting in means of 8.83 percent, 9.18 percent, and 10.42

pe rce n t a nd  me dia ns  o f 8 .63  pe rce n t, 8 .74  pe rce n t, a nd  9 .92  pe rce n t a nd  a  re comme nde d  COE e s tima te

5 of 10.42 percent. (Ex. RUCO-3 at 36-37, ached. JAC-5.) RUCO averaged its DCF, CAPM, and CE

6 analyses results to reach its recommended COE of 8.95 percent. (Ex. RUCO-3 at i, 54.)

7 Mr. Cassidy asserted that Ms. Ahem's DCF COE estimate was overstated by 28 basis points

8 largely due to recent reductions made by Value Line and Yahoo! Finance to the earnings per share

9 ("EPS") growth forecasts for companies in the proxy group. (Ex. RUCO-3 at 39-40.) Mr. Cassidy

10 also took issue with Ms. A fern's use of a PRPM analysis, and of metrics derived from the PRPM in

11 her RP and CAPM analyses, stating that the PRPM and metrics derived therefrom result in overstated

12 COEs and that no regulatory commission, including the Commission, has ever adopted a COE estimate

13 derived from the PRPM. (Ex. RUCO-3 at 40-47.) Mr. Cassidy further criticized Ms. Ahem's failure

14 to rely upon Value Line betas for her CAPM analysis, which he stated resulted in overstated COEs, and

15 asserted that Ms. A fern's use of the empirical CAPM was "unnecessary and redundant" and only

16 served to overstate COE. (Ex. RUCO-3 at 48-50.) Mr. Cassidy further criticized Ms. Ahem for

17 exclusively using arithmetic mean returns in her CAPM analyses, although the Commission has

18 previously found that geometric returns should be considered. (Ex. RUCO-3 at 50.) Mr. Cassidy

19 further asserted that Ms. Ahem's proposed upward credit risk adjustment had "no merit" based on a

20 study finding that bond ratings fail to explain a large portion of total equity risk. (Ex. RUCO-3 at 51.)

21 Finally, Mr. Cassidy asserted that empirical research has demonstrated that small company risk

22 premium adjustments to COE are "unwarranted for regulated utilities" and that the Commission

23 previously has rej ected such adjustments for utilities such as AWC.46 (Ex. RUCO-3 at 51-53.)

24 Mr. Cassidy asserted that in determining AWC's COC, the Commission should use a cost of

25 debt of 5.43 percent, the weighted average cost of long-term debt used to fund the utility plant of

26 RUCO's proxy group companies as of December 31, 2014, rather than allowing use of AWC's 6.82

27

28
46 Mr. Cassidy cited Decision No. 75268 (September 8, 2015), which involved EPCOR Water Arizona, as well as earlier
cases involving AWC and Black Mountain Gas. (See Ex. RUCO-3 at 52-53.)
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1 pe rce nt e mbe dde d cos t of de bt. (Ex. RUCO-3 a t 26-28.) Mr. Ca ss idy provide d se ve ra l "compe lling

2 re a s ons " tha t AWC's  6.82 pe rce nt cos t of de bt s hould not be  us e d: (1) AWC chos e  to withdra w a

3 finance  applica tion for $30 million in long-te rm debt tha t had been filed right a fte r the  prime  ra te  fe ll

4 to 3.25 pe rcent, the reby e limina ting the  potentia l for AWC to reduce  its  we ighted cos t of debt through

5 ne w lowe r cos t de bt a nd e nsuring tha t pla nt a dditions  a nd improve me nts  ma de  by AWC would be

6 fina nce d e xclus ive ly with highe r cos t e quity in s pite  of the  low prime  ra te , (2) AWC's  Ca lifornia

7 a ffilia te  San Gabrie l Va lley Wate r Company ("San Gabrie l") has  taken s teps  to mitiga te  the  high cos t

8 of its  long-term debt through issuance  of $30 million in 10-year bonds a t an interest ra te  of 3.75 percent

9 a nd obta ine d a pprova l from the  Ca lifornia  Public Utility Commiss ion ("CPUC") to is sue  a n a dditiona l

10 $80 million in low-cos t de bt in the  form of bonds  with a  s inking fund re quire me nt, while  AWC ha s

l l taken no such s teps , (3) AWC has  s ta ted tha t it will not cons ide r is suing bonds  with a  s inking found

12 requirement, and (4) from 2005 through 2014, AWC annua lly pa id out an average  of 93.99 pe rcent of

13 its  e a rnings  in the  form of divide nds , pa ying out more  tha n its  e a rnings  in five  of those  ye a rs , from

14 which RUCO conclude d tha t the  e nha nce d ca sh flows  a ttributa ble  to AWC's  high cos t non-s inking

15 fund debt facilita te  payment of dividends . (Ex. RUCO-3 a t l 7-26.)

16 5. S ta ff

17 To de te rmine  S ta ffs  recommended COE, Mr. Pa rce ll pe rformed DCF mode l, CAPM, and CE

18 mode l ana lyse s  us ing the  same  proxy group of publicly traded wa te r utilitie s  a s  used by Mr. Cass idy

1 9  fo r RUCO. (See Ex. S -5 a t 2, 18-l9.) Mr. Purce ll comple te d the  Cons ta nt Growth DCF mode l us ing

20 both his torica l and projected growth indica tors  and reached DCF COEs ranging from 6.2 percent to 9. l

21 pe rcent for the  proxy group, with a  mean and median of 7.7 pe rcent. (Ex. S -5 a t 20-22, ex. DCP-7.)

22 Mr. Pa rce ll concluded tha t the  current DCF-de rived re turn on equity ("ROE") for the  proxy group was

23 8.6 percent and recommended a  COE of 8.6 percent. (Ex. S-5 a t 22.) Mr. Parcell performed the  CAPM

24 ana lys is  us ing a  risk-free  ra te  of 2.60 pe rcent and the  ave rage  yie ld for 20-yea r U.S . Treasury bonds

25 from Nove mbe r 2015 through Ja nua ry 2016. (Ex. S -5 a t 24.) To e s tima te  the  ma rke t risk pre mium,

26 Mr. Parce ll considered three  a lte rna tive  measures of re turns of the  S&P 500 and 20-year U.S. Treasury

27 bonds, averaging the  three  results  to reach the  es timated risk premium of 5.75 percent. (Ex. S-5 a t 24-

28 25.) Mr. Parce ll found a  CAPM ROE of 6.6 percent for the  proxy group and concluded tha t 6.6 percent
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1 was  an appropria te  CAPM ROE es tima te  for AWC. (Ex. S -5 a t 25-26.) Mr. Pa rce ll a lso pe rformed a

2 CE me thod a na lys is  us ing his toric a nd proje cte d ROEs  for both the  proxy group a nd the  S &P  500,

3 concluding tha t the  ROE for the  proxy group wa s  no more  tha n 9.0 pe rce nt to 10.0 pe rce nt a nd

4 re comme nding the  midpoint ROE of 9.50 pe rce nt. (Ex. S -5 a t 26-30.) Mr. P a rce ll re comme nde d a

5 COE of 9.05 pe rce nt for AWC, de te rmine d by a ve ra ging his  DCF a nd CE re sults , MM the  CAP M

6 results  excluded (because  they were  so low) but considered as  one  factor of de te rmining AWC's  COE.

7  ( E x . S-5 a t 30-31.)

8 Mr. Pa rce ll disagreed with Ms. A fe rn's  RP ana lyses  because  the  PRPM is  "new and untried"

9 and re sults  in high COEs, and he r Adjus ted Tota l Marke t Approach ana lys is  incorpora ted the  PRPM,

10 ra is ing the  outcome  from tha t me thodology a s  we ll. (Ex. S -5 a t 32-33.) Mr. P a rce ll furthe r criticize d

11 her comparison of tota l s tock re turns  and bond yie lds  from 1926 through 2014, questioning the  va lue

12 of the  comparison to current inves tor expecta tions  and the  use  of da ta  from periods  influenced by the

13 Grea t Depression, World War II, and the  infla tion of the  1970s and 1980s. (Ex. S-5 a t 34.) Mr. Parce ll

14 a lso ques tioned Ms. A fe rn's  use  of such extens ive  his toric da ta  in he r RP and CAPM ana lyses , while

15 re fus ing to use  his toric da ta  in he r DCF ana lys is . (Ex. S -5 a t 34.) Mr. Pa rce ll furthe r disagreed with

16 Ms . A fe rn's  use  of proje cte d e quity re turns  in he r CAPM, which he  de scribe d a s  "spe cula tive ," a nd

17 with the  use  of the  empirica l CAPM, which he  s ta ted "a rbitra rily ignores  the  actua l be ta s  of the  proxy

18 utilitie s ." (Ex. S -5 a t 34-36.) Mr. Pa rce ll a lso a sse rted tha t the  0.63 pe rcent financia l risk adjus tment

19 propose d for AWC is  not wa rra nte d be ca use  AWC's  cos t of de bt ca n be  fully re cove re d through its

20 COC, and infla tion omits  ROE is  not jus tified. (Ex. S-5 a t 36.) Mr. Pa rce ll added tha t AWC's  proposed

21 size -re la ted adjus tment is  inappropria te  and unjus tified because  the  evidence  indica tes  tha t sma lle r

22 regula ted utilitie s  a re  not pe rce ived a s  riskie r than la rge r regula ted utilitie s . (Ex. S -5 a t 36-39.)

23

24 l . Summary

25 Abbott a nd WIS E did not ta ke  pos itions  re ga rding AWC's  We s te rn Group TY re s ults  or

26 re ve nue  re quire me nt.

2 7

28

G. TY Results and Revenue Requirement
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PINAL VALLEY CASA GRANDE, cooL11>GE, & STA.NF1IELD
AW C StaffRUCO

"TY Adj. Operating Revenues: $18,467,889 $18,591,737 $18,467,889
TY Adj. Operating Expenses: $16,276,611 $16,211,235 $15,909,593
TY Adj. Opera ting Income: $2,191,278 $2,380,502 $2,558,296
55133/FvRB= $58,322,921 $56,001,472 $57,867,309
TY Rate of Remen: 3.76% 4.25% 4.42%
Required Operating Income: $5,428,798 $4,099,285 $4,640,958
Operating Income Deficiency: $3,237,521 $1,718,784 $2,082,662
Gross Rev.Conversion Factor: 1.6403 1.6651 1.6319
Required Revenue Increase $1 $5,310,551 $2,862,004 $3,398,668
Required Revenue Increase %: 28.76% 15.39% 18.40%
Required Rate of Return: 9.31% 7.32% 8.02%
Revenue Requirement: $23,778,440 $21,453,741 $21,866,557

WHITE TANK
AW C R UC O Staff

Ti?  Adj. Operating Revenues: $2,310,991 $2,345,382 $2,321,542
'TY Adj. Opera ting Expenses: $2,202,051 $2,172,461 $2,l 10,820

TY Adj. Opera ting Income: $108,940 $172,921 $210,722

'GCRB/Fi/RB; $5,0787719 $4,737,182 $5,058,486

TY Rate  of Return: 2.15% 3.65% 4.17%
Required Operating Income: $472,736 $346,646 $405,691
Opera ting Income Deficiency: $363,796 $173,725 $194,969

Gross Rev. Conversion Factor: 1.6377 1.7200 1.7169

Required Revenue Increase $1 $595,785 $298,814 $334,737

Required Revenue Increase %: 25.78% 12.74% 14.42%

Req\§red Rate of Return: 9.31% 7.32% 8.02%

Revenue Requirement: $2,906,776 $2,644,196 $2,656,279

AJO
AWC R UC O Sta ff

TY' Adj. Operating Revenues: $437,888 $445,441 $440,253

'TY Adj. Opera ting Expenses: $409,645 $397,531 $407,570

TY Adjf ope ra ting Income : $28,244 $47,910 $32,684

OCRB/FVRB : $966,310 $954,567 $948,972

TY Rate  of Return: 2.92% 5.02% 3.44%

Required Operating Income: $89,946 $69,851 $76,108

Opera ting Income Deficiency: $61,702 $21,941 $43,424
Gross Rev. Conversion Factor: 1.6369 1.3039 1.2783

Required Revenue Increase $: $101,003 $28,608 $55,510

Required Revenue Increase %: 23.07% 6.42% 12.61%

Required Rate  of Return: 9.3100 7.32% 8.02%

Revenue Requirement: $538,891 $474,049 $495,763

DO CKET NO . W-01445A-15-0277

1 P rior to re a ching s e ttle me nt, AWC, RUCO, a nd S ta ff took the  following pos itions ? "

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

47 See Ex. A-12 at Sched. A-1 Reb., Sched. C-l Rab., Ex. RUCO-1 at PV DS JAC-1, PV DS JAC-6, WT DS JAc-1, WT
DS JAC-6, Ajo DS JAC-1, Ajo DS JAC-6, Ex. s-1 at PV BAB-1, PV BAB-10, WT BAB-1, WT BAB-10, Ajo BAB-1, Ajo
BAB-10.
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1 AWC

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

In the  Applica tion, AWC's  a djus te d TY ope ra ting income  for the  We s te rn Group include d

de cre a se s  of $2,388,393 in tota l wa te r re ve nue s  a nd of $618,949 in misce lla ne ous  re ve nue s , a n

a ggre ga te  incre a se  of $1,802,367 in tota l O&M e xpe nse s , a n incre a se  of $367,759 in de pre cia tion a nd

a mortiza tion e xpe ns e s , a nd a  de cre a s e  of $3,589,402 in tota l ta xe s . (Ex. A-3 a t a che d. C-1.) AWC's

a djus tme nts  re move d re ve nue -ba se d ta xe s  from ope ra ting re ve nue s  a nd e xpe nse s , to se gre ga te

re ve nue s  bille d pursua nt to ta riffs  tha t do not include  sa le s  ta xe s  a nd re gula tory a sse ssme nts  from tota l

ope ra ting re ve nue s  tha t do,  re m ove d the  e ffe c t of the  ye a r-e nd a ccounting re quire m e nt to  a ccrue

re ve nue s  e a rne d but not ye t bille d,48 re m ove d MAP  S urcha rge  re ve nue s  a nd MAP -a s s oc ia te d TY

expenses so tha t base  revenues would be  se t without regard to the  MAP, as  AWC desired to re ta in a

MAP Surcharge  mechanism, removed TY revenues and purchased water expenses re la ted to sa les of

n o n -p o ta b le  C AP  wa te r  p u rs u a n t  t o  AW C ' s  NP -2 7 4  No n -P o ta b le  C AP  Ta r iff ,  wh ic h  AW C

cha ra cte rize d a s  a  "pa s s -through" ta riff, a s  AWC a s s e rte d tha t the  Non-P ota ble  CAP  Ta riff re ve nue s

a nd e xpe ns e s  would not be  e qua l due  to s ignifica nt timing diffe re nce s , a djus te d booke d re ve nue s  to

re fle c t th e  a c tu a l a m o u n t o f wa te r d is p e n s e d  fro m  c o in -o p e ra te d  wa te r m a c h in e s ,  re c la s s ifie d

misce llaneous revenues, and adjusted revenues and expenses  to re flect end-of-TY customer counts .

(Ex. A-6 a t 20-24.) AWC also decreased revenues and expenses to re flect residentia l customer sa les

unde r "norm a l" we a the r conditions  a nd  us a ge  pa tte rs  ba s e d  on  a  m ultip le  re gre s s ion  a na lys is  o f

monthly re s ide ntia l us a ge  pe r cus tome r a nd we a the r conditions  for the  five  ye a rs  e nding De ce mbe r

2014, from which AWC conclude d tha t we a the r conditions  in the  P ina l Va lle y a nd White  Ta nk se rvice

a re a s  we re  s lightly we tte r a nd coole r tha n norma l in the  TY, re sulting in lowe r tha n norma l re s ide ntia l

usa ge , a nd tha t we a the r conditions  in the  Ajo se rvice  a re a  we re  drie r a nd hotte r tha n norma l in the  TY,

23 resulting in higher than normal res identia l usage . (Ex. A-6 a t 24-25.) AWC a lso concluded tha t the re

24 wa s  a  s ta tis tica lly s ignifica nt a nnua l de cline  in re s ide ntia l us a ge , while  controlling for we a the r

25

26

conditions , of 2.64 pe rcent in P ina l Va lley, 5.30 pe rcent in White  Tank, and 4.95 pe rcent in Ajo and

reduced residential revenue in each service area to reflect the same percentage reduction in the number

27

28 48 AWC explained that ordinarily the adjustment recorded in December would be reversed in January. (Ex. A-3 at21.)
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1

2

3
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5

6

7

8

9

10

11

12

13

14

15

16

1 7

1 8

19

20

2 1

22

23

24

of ga llons  sold to re s identia l cus tomers . (Ex. A-6 a t 25-26.) AWC made  corre sponding adjus tments

to source  of supply, pumping, and water trea tment expenses. (Id )

AWC did not revise  its  position as  to adjusted TY revenue  be tween its  Applica tion and rebutta l

te s timony. (See Ex. A-12 a t Sched. C-1 Reb.)

In the  Applica tion, AWC's  adjus tments  to opera ting expenses  included an increase  in payroll

and re la ted expenses  to cove r increa se s  in payroll taxes  and company-funded 401(k) plans  and in

pa yroll from hiring a dditiona l e mploye e s  pos t-TY,49 a n incre a se  in insura nce  e xpe nse s  (me dica l,

vis ion, denta l, long-te rm disability, life , worke rs ' compensa tion, and prope rty and liability insurance

expenses) to reflect increased premiums, an increase  in Administra tive  and General ("A&G") expenses

to re flect inte rest expense  from customer deposits , an increase  in purchased water expense  to re flect

one-third of the  $357,500 net cost of de livering CAP water to genera l service  customers in 2015,50 an

incre a se  in purcha se d wa te r e xpe nse  to re cove r the  a mortiza tion of a dditiona l de fe rre d CAP  M&I

capita l and delivery charges that are  now used and useful as  well as  the  ongoing CAP M&I capita l and

de live ry cha rges  for CAP wa te r currently de live red to gene ra l se rvice  cus tomers  in the  P ina l Va lley

service  a rea ,5' an increase  in purchased power expense  to re flect increases  in ra tes  pa id for e lectric

power in the Western Group, an increase in A&G expenses to reflect recovery of an estimated $486,274

in rate  case expense over a  period of three years, an increase in customer accounting expense to wnte-

off a  normalized amount of uncollectible  accounts  (averaged over five  yea rs), an increase  in severa l

O&M expense  items to re flect current cos ts  re la ted to AWC's  flee t of se rvice  vehicle s  a s  we ll a s  the

a ddition of s ix se rvice  ve hicle s  for ne w pos itions , a n incre a se  in misce lla ne ous  e xpe nse  to re fle ct

increased office rent and postage and removal of lobbying expenses, an increase in water treatment and

pumping expenses to normalize  the  cost of opera ting AWC's Evenness Road arsenic removal facility,

which was shut down from January through May of the  TY, an increase  in transmission and distribution

expenses  to normalize  the  cost of tank maintenance  under AWC's  tank maintenance  program, which

25

26

27

28

49 The overall increase was $594,622, with $523,953 attributed to payroll. (Ex. A-3 at ached. C-2 app.)
50 AWC requested authority to defer and recover, over a three-year period, the net cost of delivering 5,000 AF of CAP
water to Pinal Valley general service customers in 2015 (a total of $357,500, for an annual expense of $1 l9,l67). (Ex. A-
4 at 15, Ex. A-6 at 27.) AWC explained that half of the annual delivery cost of $715,000 had been paid by a grant from
ADWR's Water Management Assistance Program. (Ex. A-6 at 27.)
51 AWC requested authority to recover $7 l 5,000 annually in purchased water expense as the net ongoing cost of annual
delivery of 5,000 AF of CAP water to Penal Valley general service customers. (Ex. A-4 at 15, Ex. A-6 at 28.)
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involves routine  inspection and cleaning of s torage  tanks, recoa ting of s torage  tank inte riors  every 14

ye a rs , a nd pa inting of s tora ge  ta nk e xte riors  e ve ry s e ve n ye a rs , a n incre a se  in de pre cia tion a nd

amortiza tion expenses  to re flect annua lized deprecia tion expense  for end-of-TY plant ba lances  and

current deprecia tion ra tes  as  well as  post-TY plant, an increase  in TY property taxes  to re flect AWC's

proposed change in revenues, a  decrease in income tax expense to conform to other adjustments, and

below-the-line  adj ustments to synchronize  interest expense  with adjusted TY OCRB and to reflect the

impact on net income of the other pro forma adjustments and the requested increase in gross revenues

(Ex. A-6 a t 26-35, Ex. A-3 a t ached. C-2.)

On rebutta l, AWC modified payroll expense  to remove one-ha lf of the  sa la ry re la ted to AWC's

Ass is ta nt S e cre ta ry, who re tire d in 2015, a nd to re fle ct Mr. Moe 's  s a la ry ra the r tha n Mr. Re ike r's

salary, increased its insurance expenses to reflect both an increase in its property and liability insurance

premium effective  March 1, 2016, and the  adjustments  to payroll expense , decreased its  deprecia tion

expense and synchronized its  interest expense to conform to its  rebutta l plant balances and ra te  base

increased its  property tax expense to coincide with the  increase in its  proposed revenues, and adjusted

its  income tax expenses to re flect its  adjusted TY results  and proposed revenues. (Ex. A-12 a t 15-17

S che d. C-2 Re b. App., Ex. A-ll a t 60.)

3

RUCO re comme nde d re ve rs a l of AWC's  we a the r norma liza tion  a nd de clin ing  us a ge

19 a djus tme nt, the re by incre a s ing TY re ve nue s  for P ina l Va lle y, White  Ta nk, a nd Ajo by $123,848

20 $34,391, and $7,552 respectively, asserting that customer usage fluctuations based on weather are  not

21 known a nd me a s ura ble  a nd criticizing AWC for us ing a  five -ye a r pe riod of da ta  in its  re gre s s ion

22 ana lys is  ra the r than a  10-year pe riod as  RUCO sta ted is  typica lly done  by regula ted na tura l gas  and

23 power companies  tha t make  such adjustments . (Ex. RUCO-1 a t 5, 15-17, PV DS JAC-9, WT DS JAC

24 9 , Ajo  DS  J AC-9.)

25 RUCO decreased deprecia tion expense  as  a  result of RUCO's recommended exclusions from

26 pos t-TY plant, increased expenses  for source  of supply, pumping, and wa te r trea tment a s  a  re sult of

27 RUCO's  re comme nde d re ve rsa l of AWC's  we a the r norma liza tion a nd de clining usa ge  a djus tme nt

28 removed the  proposed pro forma expense  adjustments for AWC's tank maintenance program based on
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1 RUCO's  de te rmina tion tha t AWC ha d not incurre d ta nk ma inte na nce  e xpe nse  e ve ry ye a r for e a ch

2 sys te m a nd wa s  not e xpe cte d to do so during the  ne xt 14-ye a r pe riod, re duce d pa yroll e xpe nse  by

3 removing a  pro forma 3.0 percent sa lary increase  for 2016, decreasing by one-half the  payroll costs  for

4 the  sa la rie s  of two AWC executives  who a lso work for San Gabrie l, and by removing sa la ry expense

5 for Joe l Re ike r due  to his  re ce nt move  to Ca lifornia  a nd e mployme nt with S a n Ga brie l, de cre a se d

6 vehicle  service  costs  based on known and measurable  reductions in gasoline  prices, reduced ra te  case

7 expense  based on the  amount a llowed by the  Commission in Decis ion No. 68302, adjusted for infla tion

8 from Ja nua ry l, 2004 through July l, 2011, a nd a djus te d prope rty ta x a nd income  ta x e xpe nse s  to

9 coincide  with RUCO's  re ve nue  re quire me nt re comme nda tions . (Ex. RUCO-1 a t 5-7, 15-26, P V DS

1 0  J AC-9 .)

l l Staff

12 S ta ff dis a gre e d with AWC's  we a the r norma liza tion a djus tme nts , a s s e rting tha t we a the r

13 normaliza tion ana lys is  re sults  a re  not truly linea r and tha t pro forma  adjus tments  based on s ta tis tica l

14 analyses such as AWC's regression analysis  are  problematic, as  such analyses are  subj e t to significant

15 varia tions based on the  time periods and variables  used. (Ex. S -1 a t 27-28.) For P ina l Va lle y, S ta ff

16 instead recommended adoption of a  declining usage  adjustment in recognition of continued declines  in

17 a ve ra ge  usa ge  pos t-TY, which S ta ff determined to represent a  known and measurable  change. (Ex. S

18 1 a t 28.) Ana lyzing re s identia l cus tomer usage data including nine  months  pos t-TY, S ta ff ca lcula ted a

19 de clining us a ge  ra te  of -2.11 pe rce nt for P ina l Va lle y a nd re comme nde d tha t AWC's  propos e d

20 adjustment of -2.05 percent be  accepted because  of the  small diffe rence . (Ex. S-1 a t 28-29.) For White

21 Tank and Ajo respectively, Staff calcula ted declining usage ra tes of -2.44 percent and -3.76 percent for

22 re s ide ntia l cus tome rs , s ignifica ntly lowe r tha n AWC's  propos e d -3.46 pe rce nt a nd -5.44 pe rce nt

23 we a the r norma liza tion a nd de clining us a ge  a djus tme nts , a nd re comme nde d tha t de clining us a ge

24 adjustments  consis tent with Staffs  ca lcula tions be  adopted for residentia l customer class  revenues and

25 re la ted expenses (thereby increasing AWC's proposed revenues and expenses). (Ex. S-1 a t 37, 46-47.)

26 S ta ff did not find a  downward trend in average  usage  for the  othe r cus tomer classes  in White  Tank or

2 7  Ajo . (Ex. S-1 a t 37-38, 46.)

28
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1 Staffs expense adjustments decreased salaries and wages expense to recognize a 1.6 percent

2 pay increase rather than the proposed 3.0 percent increase and to allow for only two employees actually

3 hired to fill vacant positions by December 31, 2015, rather than for six vacant positions and one new

4 position, decreased vehicle expenses to exclude expenses for the four vacant positions that went

5 unfilled, decreased A&G expenses to exclude an increase in life insurance expenses, based on Staff' s

6 belief that AWC's calculation of the increase was erroneous, decreased rate case expenses by $15 l , l57,

7 to reflect Staffs determination of a reasonable rate case expense based on AWC's actual rate case

8 expenses in this matter as of September 24, 2015, and the actual rate case expenses for AWC's Northern

9 Group rate case,52 decreased depreciation expense to reflect Staffs calculation using Staffs

10 recommended depreciation rates, plant balances, and CIAC balances, increased income tax expense to

ll reflect Staffs calculation based on Staffs recommended adjusted TY taxable income, and increased

12 property tax expense to reflect Staffs calculations based on Staffs recommended adjusted TY

13 revenues. (Ex. S-1 at 29-52.) Staff also recommended that the Commission approve an accounting

14 order allowing AWC to defer the $357,500 in 2015 CAP charges over a three-year period, or at a rate

of$l19,167 per year. (Ex. S-1 at 58.)

H. Rate Design

Summary

AWC's current rates and charges, the rates and charges proposed by each party prior to

settlement, and the rates and charges included in the Agreement are set forth in Exhibit A, which is

attached hereto and incorporated herein.

2. AWC

AWC completed a cost of service study ("COSS") using the "commodity demand" method in

order to establish target revenue requirements for its different customer classes. (Ex. A-6 at 36.) AWC

asserted that its proposed rate design was created to generate the revenue requirement for each customer

class while also taking into consideration gradualism, residential subsidies, affordability, conservation,

and cost recovery. (Ex. A-6 at 36.) As an example, although AWC determined that the residential

15

16

17

18

19

20

21

22

23

24

25

26

27

28

AWC's  Northern Group ra te case proceeded in Docket No. W-01445A-12-0348 and resulted in Decis ion No. 74081
(September 23, 2013), in which the Commission approved a  Settlement Agreement entered into by AWC and Staff but not
RUCO.
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1 cus tomer cla ss  gene ra te s  s ignificantly le ss  than its  cos t of se rvice , AWC proposed not to increa se

2 re s ide ntia l ra te  re ve nue s  to full cos t of s e rvice  in this  ma tte r, choos ing ins te a d to s e e k to bring

3 re s identia l ra te s  close r to cos t of se rvice  gradua lly ove r multiple  ra te  ca se s . (Ex. A-6 a t 37.) AWC's

4 proposed ra te  design increased the  monthly minimum charges for each customer class , added another

5 tie r to the  exis ting commodity ra te  s tructure  for a ll cus tomer cla sses  othe r than indus tria l, included a

6 fla t commodity ra te  for a ll industria l me te r s izes , added a  3/4" mete r s ize  for a ll cus tomer classes , and

7 added the  full range  of mete r s izes  to the  construction customer class . (See  Ex. S-2 a t 2.)

8 AWC's Western Group service  a reas  recovered an average  of approximate ly 43.36 percent of

9 the ir revenues through base  charges  during the  TY. (See  Ex. S-2 a t 7, l l, 15.) Although AWC asserted

10 tha t re cove ry of 59 pe rce nt of re ve nue s  through ba se  cha rge s  would be  a ppropria te  in the  We s te rn

l l Group based on its  COSS, AWC's originally proposed ra tes would have resulted in the  Western Group

12 service areas recovering an average of approximately 44.73 percent of revenues through base charges.

13 (See  Ex. A-6 a t 44, Ex. S-2 a t 7, 11, 15.)

14 3. Abbott

15 Abbott ge ne ra lly a gre e d with AWC's  COSS  cos t a lloca tions  a nd ra te  de s ign proposa ls , but

16 disa gre e d with the  cos t a lloca tions  to the  P ina l Va lle y se rvice  a re a 's  La rge  Indus tria l cla s s , in which

17 Abbott is  included unde r AWC's  current ra te s . (Ex. Abbott-2 a t 3.) Abbott disagreed with the  COSS 's

18 a lloca tion of 65 pe rce nt of the  La rge  Indus tria l cus tome r cla s s 's  cos ts  to the  commodity compone nt

19 because  of the  re sulting la rge  a lloca tion of potable  trea tment and dis tribution sys tem cos ts  to Abbott.

20 (Ex. Abbott-2 a t 4.) Mr. Ne idlinge r pointe d out tha t a lthough Abbott use s  a pproxima te ly 78 pe rce nt

21 of the  wa te r cons ume d by P ina l Va lle y's  La rge  Indus tria l cla s s , Abbott ha rdly us e s  AWC's  wa te r

22 dis tribution system because  98 percent of Abbott's  wate r is  se rved through a  dedica ted 6" non-potable

23 wa te r ma in. (Ex. Abbott-2 a t 3.) Abbott a s se rte d tha t it ha s  be e n pa ying for a rse nic tre a tme nt a nd

24 would continue  to do so unde r AWC's  propose d ra te s , e ve n though 98 pe rce nt of the  wa te r Abbott

25 buys  from AWC is  not tre a te d for a rs e nic. (Ex. Abbott-2 a t 4.) Mr. Ne idlinge r a s s e rte d tha t Abbott

26 should rece ive  e ithe r a  bill credit or lower fixed ra te s  in re cognition of this  imprope r cos t a ss ignment

27 and calcula ted that the  annual credit for arsenic trea tment would amount to $78,125 a t current ra tes and

28 to $85,566 a t proposed ra te s . (Ex. Abbott-2 a t 4-5.)
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1 At Abbott's  reques t, AWC prepared a  s tand-a lone  cos t of se rvice  ana lys is  specific to Abbott,

2 in which AWC conclude d tha t the  TY cos t to se rve  Abbott wa s  $365,700. (Ex. Abbott-2 a t 5, a pp.)

3 Abbott s ta ted tha t this  was $220,540 or 37.62 percent lower than its  current annua l billings , meaning

4 tha t Abbott ha s  be e n subs idizing othe r cus tome rs  by tha t a mount. (Ex. Abbott-2 a t 5, e x. DLN-4.)

5 Abbott propos e d s e pa ra te  ra te s  for Abbott, s e t a t a  le ve l 15 pe rce nt lowe r tha n the  curre nt La rge

6 Indus tria l cla s s  ra te s  a nd including more  re cove ry through the  monthly minimum cha rge  to improve

7 AWC's  fixe d cos t re cove ry. (Ex. Abbott-2 a t 6, e x. DLN-5.) Abbott a s se rte d tha t unde r its  propose d

8 ra tes  and charges , it would s till subs idize  othe r cus tomers  by more  than $132,000 annua lly, while  the

9 ra te s  and cha rges  for the  othe r P ina l Va lley cus tomer cla sse s  would incur minima l increases  of 1.03

10 pe rce nt or le s s . (Ex. Abbott-2 a t 6, e x. DLN-6.)

l l 4 . ROCQ

12 RUCO proposed to re ta in AWC's  current ra te  s tructure , including the  current commodity tie r

13 break-ove r points  for each of the  Weste rn Group sys tems, with only one  exception." (Ex. RUCO-2 a t

14 4, Ex. RUCO-2 a t Sched. JAC-2.1, Sched. JAC-3.1, Ex. RUCO-4 a t Rev. Sched. JAC-1.1

15 5. S ta ff

16 S ta ff re comme nde d a doption of AWC's  propos e d commodity tie r bre a k-ove r points  a nd

17 a dditiona l me te r s ize s . (Ex. S -2 a t 3.) S ta ff a ls o include d in its  re comme nde d ra te  de s ign S ta ffs

18 norma liza tion of billing de te rmina nts  to re fle ct de clining average usage  per customer in the  Western

19 Group's  re s ide ntia l cla s s e s . (Id )

6.20 AWC Rebutta l

21 On rebutta l, AWC agreed with Abbott tha t AWC's  COSS had over-a lloca ted wate r trea tment-

22 re la ted costs  to Abbott because  the  COSS had fa iled to re flect tha t the  vast majority of wate r provided

23 to Abbott is  virtua lly untrea ted non-potable  water. (Ex. A-l1 a t 56-57.) AWC sta ted tha t its  subsequent

24 s tand-a lone  cos t of se rvice  ana lys is  for Abbott cons tituted a  reasonable  e s tima te  of its  actua l cos t to

25 serve Abbott and asserted that it did not oppose granting Abbott a  15-percent ra te  reduction, given the

26 minima l impact on othe r cus tomer cla sse s  and the  fact tha t Abbott would s till be  providing a  subs idy

27
53

28
RUCO's rate design for the Ajo service area proposed a different tier break-over point for 6" meter residential

customers. This may have been done inadvertently.
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System Cost of Service
Average Usage

Co s t o f S e rvic e
Life lin e Us a ge

s 44.58 $ 32.99
P ina l Va lle y
(without a dj.  for Abbott)
P ina l Va lle y
(with  a dj.  for Abbott)
White  Ta nk
Ajo

s
s
$

45.19
76.41
56.43

s
$
S

33.07
49.26
44.19

I. Bill Im p a c ts

1 to re s ide ntia l cus tome rs  with the  discount in pla ce , but a lso s ta te d tha t it wa s  up to the  Commiss ion to

2 de te rmine  whe the r s e gre ga ting Abbott for purpos e s  of ra te  de s ign wa s  in the  public  inte re s t. (Ex. A-

3 ll a t 57-58.) AWC a ls o a gre e d with Abbott tha t Abbott's  m a in 6" corre c tion (non-pota ble ) s hould be

4 e xe m pt from  a ny future  s urcha rge s  im ple m e nte d unde r a n ACRM or NCRM. (Ex. A-ll a t 59.) AWC

5 provide d two se ts  of re butta l ra te  de s ign s che dule s , one  with ra te s  a nd cha rge s  incorpora ting Abbott's

6 propos e d ra te  de s ign a nd one  without a  s e pa ra te  ra te  de s ign for Abbott. (Ex. A-ll a t a rt. 30 a t a che d.

7 H-3 web., a rt. 31 a t ached. H-3 web.)

8 AWC cha ra cte rize d RUCO's  ra te  de s ign a s  "ina pplica ble " be ca us e  it wa s  ba s e d on a  re ve nue

9 re quire m e nt tha t "s e ve re ly unde rs ta te [d] the  a c tua l cos t of s e rvice ." (Ex. A-11 a t 51.) AWC he r

10 a s s e rte d tha t RUCO's  re com m e nde d ra te  de s ign would re s ult in  White  Ta nk re s ide ntia l cus tom e rs

l l subs idizing the  comme rcia l, indus tria l, a nd priva te  fire  s e rvice  cus tome r cla s s e s . (Ex. A-ll a t 5 l .)

12 AWC a cknowle dge d tha t it a nd S ta ff a gre e d a s  to ra te  de s ign, only dis a gre e ing a s  to the  le ve l

13 of propos e d ra te s  flowing from  the ir diffe re nt propos e d re ve nue  re quire m e nts . (Ex. A-ll a t 56.)

14 On re butta l,  AWC a s s e rte d the  following cos ts  to  s e rve  5/8" x 3/4" re s ide ntia l cus tom e rs  a t

15 ave rage  usage  and life line  usage  leve ls :54

l6

l7

lb

l9

20

2 1

22 AWC

23 The  ra te s  a nd cha rge s  propos e d by AWC on re butta l would ha ve  produce d a pproxima te ly the

24 following monthly bill impa cts  on a n a ve ra ge  usa ge  re s ide ntia l cus tome r se rve d by a  5/8" x 3/4" me te r

25 in P ina l Va lle y, White  Ta nk, or Ajo:

2 6 I 0 »

27

1.

28 Ex. A-11 at art. 31 at Sched. H-4 Rab, art. 30 at Sched. H-4 Reb.; see Ex. A-3 at Sched. H-4.54
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System Usage
(Gallons)

Cu rre n t  Bill P ropos e d
B ill

Do lla r
Cha nge

Percent
Change

7,781 $29.62 $38.16 $8154 28.83%

P e na l Va lle y
(with o u t a d j.
for Abbott)
P e na l Va lle y
(with  a d j.  fo r
Abbott)55
White  Ta nk
Ajo

7,781
11,733

3,991

$29.62
$52.20
$40.98

$38.39
$68.26
$49.90

$8.77
$16.06

$8.92

29.61%
30.77%
21.77%

R UC O

System Us a ge
(Ga llo n s )

Cu r re n t  Bill P ropos e d
B ill

Do lla r P e rc e n t

1

2

3

4

5

6

7 2.

8 The  ra te s  a nd  c ha rge s  p ropos e d  by RUCO would ha ve ha d  a pproxima te ly the  fo llowing

9 monthly bill impa ct on a n a ve ra ge  us a ge  re s ide ntia l cus tome r s e rve d by a  5/8" x 3/4" me te r in P ina l

10 Va lle y, White  Ta nk, or Ajo:

13

14 3. Staff

15 The  ra te s  a nd cha rge s  re comme nde d by S ta ff would ha ve  ha d a pproxima te ly the  following

16 monthly bill impa ct on a n a ve ra ge  us a ge  re s ide ntia l cus tome r s e rve d by a  5/8" X 3/4" me te r in P ina r

17 Va lle y, White  Ta nk, or Ajo:

P ina l Va lle y
White  Ta nk
Ajo

7,781
11,733

3,991

$29.62
$52.20
$40.98

$34.38
$58.99
$43.64

Change
$4.76
$6.79
$2.66

Change
16.07%
13.01%
6.49%

System Cu rre n t  Bill P ropos e d
B ill

Do lla r P e rc e n t
18

19

20

21
22 S ta ffs  re comme nde d ra te s  we re  de s igne d for the  We s te rn Group s e rvice  a re a s  to re cove r a n

23 a ve ra ge  of a pproxima te ly 44.90 pe rce nt through ba s e  cha rge s . (S e e  Ex. S -2 a t 7, 11, 15.)

24 Ne ithe r AWC nor a ny othe r pa rty re comme nde d cha nge s  to mis ce lla ne ous  s e rvice  cha rge s .

25 (See  Ex. S -2 a t 16.)

26 . . .

27 . . .

28 55

P ena l Va lley
White  Ta nk
Aj o

Usage
(Gallons)

7,781
11,733
3 ,991

$29.62
$52.20
$40.98

$34.69
$60.78
$46.54

Chang;
$5.07
$8.58
$5.56

_Change
17.12%
16.44%
13.57%

This proposed bill for Penal Valley reflects Abbott's proposed rates.
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1

2 1. AR C

3 AWC re que s te d a uthority to imple me nt a  S IB me cha nism in the  We s te rn Group to he lp re cove r

4 the  cos ts  of re pla cing a ging infra s tructure , which AWC s ta te d is  critica l to its  a bility to m a inta in the

5 inte grity of its  dis tribution s ys te m a nd provide  s a fe , re lia ble , a nd a de qua te  wa te r s e rvice . (Ex. A-4 a t

6 18, Ex. A-5 a t 5 .) AWC de s cribe d the  S IB m e cha nis m  a s  "a  ra te m a king tool tha t a llows  utilitie s  to

7 re cove r a  lim ite d portion of the  ca pita l cos ts  (de pre cia tion a nd re turn) of pre -a pprove d non-re ve nue

8 producing dis tribution s ys te m  im prove m e nt proje cts  com ple te d be twe e n ra te  ca s e s ." (Ex. A-5 a t 5.)

9 AWC a s s e rte d  tha t its  Applica tion  inc lude d the  docum e nta tion  re quire d  by the  Com m is s ion  whe n

10 a pproving S IB me cha nisms  in prior de cis ions , tha t the  S IB me cha nism would support ra te  gra dua lism,

l l a n d  th a t c u s to m e rs  wo u ld  b e n e fit  fro m  a  S IB m e c h a n is m  b e c a u s e  o f im p ro v e m e n ts  to  s ys te m

12 re lia bility, wa te r qua lity, fire  prote ction, wa te r los s , a nd wa te r pre s s ure  a nd flows . (Ex. A-5 a t 7-8.)

13 AWC a s s e rte d  tha t m a jor portions  of its  wa te r s ys te m  infra s truc ture  a re  re a ching  or ha ve

14 re a che d a  point whe re  AWC ca n no longe r m a inta in the m  cos t e ffe ctive ly a nd m us t ins te a d re pla ce

15 the m. (Ex. A-4 a t 16.) AWC cha ra cte rize d the  cos ts  of re pla cing this  infra s tructure  a s  "s ignifica nt a nd

16 e xtra ordina ry" a nd a s s e rte d tha t AWC ca nnot a fford to re pla ce  the  infra s tructure  unle s s  it is  a ble  to

17 re cove r the  cos ts  in  a  tim e ly m a nne r a nd to a ttra c t ca pita l.  (Ex. A-4 a t 17.) According to AWC, the

18 cos t to re pla ce  infra s tructure  is  much highe r tha n the  origina l cos t to ins ta ll it, with the  ins ta lla tion cos t

19 to re pla ce  AWC's  olde s t wa te r m a ins  in  Ca s a  Gra nde  a nd Coolidge  e s tim a te d to  be  a pproxim a te ly

20 1 ,700  pe rce n t h ighe r tha n  the  orig ina l ins ta lla tion  cos t.  (S e e  Ex.  A-4  a t 17 .) AWC ha s  ide n tifie d

2 1 320,400 line a l fe e t of wa te r ma in, 4,110 fa iling s e rvice s , 4,110 fa iling wa te r me te rs  a nd me te r boxe s ,

22 a nd 182 fa iling hydra nts  a s  ne e ding re pla ce m e nt.  (Ex. A-5 a t 6 .) According to  AWC, a t its  curre nt

23 ra te  of wa te r ma in re pla ce me nt in the  We s te rn Group (6,300 fe e t pe r ye a r), it would ta ke  more  tha n 50

24 ye a rs  to re pla ce  the  wa te r ma in a lone . (Ex. A-5 a t 6.) AWC e s tima te d the  cos t to re pla ce  the  ide ntifie d

25 pla nt a t $55.81 million a nd a s s e rte d tha t AWC ne e ds  to be  a ble  to ra is e  ca pita l to cove r the s e  cos ts .

26 (Ex. A-4 a t 18.) According to AWC, unle s s  AWC is  gra nte d a  S IB me cha nis m, AWC would not ma ke

27 the s e  inve s tme nts  be ca us e  the y would s e ve re ly we a ke n AWC's  fina ncia l condition. (Ex. A-5 a t 6.)

28

J . SIB Mechanism
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1 Abbott

2 Abbott did not a ddre s s  the  S IB me cha nism re que s t in its  te s timony.

3 R UC O

4

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

RUCO oppos e d the  S IB m e cha nis m  re que s t,  s ta ting tha t the  S IB wa s  "uncons titutiona l a nd

5 s hould be  de nie d by the  Commis s ion." (Ex. RUCO-1 a t 28.)

4 . S ta ff

Mr. S ma ila  re vie we d AWC's  a ging infra s tructure  re pla ce me nt pla n, which include d 88 spe cific

proje cts  with e s tima te d cos ts  pe r proje ct, a nd e xpre sse d S ta ff" s  conce rns  tha t AWC ha d not provide d a

proje ct prioritiza tion sche dule  or a  propose d 3- or 5-ye a r cos t e xpe nditure  s che dule  a nd ha d indica te d

tha t it would not be  a ble  to comple te  the  propos e d proje cts  within five  ye a rs . (Ex. S -3 a t e x. FMS  a t

48.) S ta ff re com m e nde d tha t the  Com m is s ion de ny AWC's  S IB m e cha nis m  re que s t due  to a  la ck of

proje ct prioritiza tion a nd cos t s che dule s , AWC's  ina bility to comple te  the  propos e d proje cts  within a

re a sona ble  time fra me , e a ch We ste rn Group sys te m's  ha ving wa te r loss  of le ss  tha n 10 pe rce nt, a nd the

"unce rta intie s  a ccompa nying the  pe nding S upre me  Court a ppe a l." (Ex. S -1 a t 62.)

AWC Re butta l

On re butta l, AWC s ta te d tha t its  de ta ile d "Aging Infra s tructure  Re pla ce me nt P la n," include d a s

a n e xhibit to Mr. S chne ide r's  te s timony, wa s  a  compre he ns ive  pla n s imila r to those  AWC ha d pre pa re d

a nd s ubmitte d in prior ra te  ca s e s  in which the  Commis s ion ha d a pprove d a  S IB me cha nis m. (Ex. A-

10 a t ll.) AWC a ls o a s s e rte d tha t wa te r los s  in the  We s te rn Group s ys te m s  is  tre nding upwa rd, with

P ina l Va lle y e xpe rie ncing wa te r los s  of 9.17 pe rce nt a nd Ajo e xpe rie ncing wa te r los s  of 16.1 pe rce nt

in  ca le nda r ye a r 2015.  (Ex.  A-l0  a t 12 .) To  a ddre s s  S ta ffs  conce rns ,  AWC provide d  upda te d  S IB

ta ble s  tha t inc lude  s che dule d com ple tion da te s  a nd prioritiza tions . (Ex. A-10 a t 17, e x. FKS -RB2.)

AWC a dde d tha t it is  prude nt to  be gin  re pla c ing a ging infra s truc ture  be fore  a  s ys te m 's  wa te r los s

re a che s  10 pe rce nt a nd pointe d out tha t one  pe rce nt of wa te r los s  in P ina l Va lle y is  48 million ga llons

of wa te r.  (E x.  A-l0  a t l8 . )56

26

27

28

56 On rebuttal, AWC acknowledged that the Arizona Court of Appeals had found the SIB mechanism Lu constitutional,
but stated that because the issue was pending before the Arizona Supreme Court, the Commission should approve the SIB
mechanism pending review and approval by the Arizona Supreme Court. (Ex. A-10 at 13.)

2.

3.

5.
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K. Arsenic Treatment Cost Recovery1

2 1. AWC

3 AWC reques ted authority to continue  the  ACRM currently authorized for the  Weste rn Group.

4 (Ex. A-4 a t 31.) As  of its  Applica tion, AWC had a lready s ta rted to des ign one  new a rsenic trea tment

5 plant to be  cons tructed for We ll No. 34 in the  P ina l Va lley wa te r sys tem.57 (Ex. A-4 a t 30-31, Ex. A-

6 5 a t 4.) The  a rsenic trea tment plant is  to trea t the  wate r from Well No. 34 to ensure  tha t customers  in

7 the  Arizona  City portion of the  P ina l Va lle y se rvice  a re a , who a re  curre ntly s e rve d by only one  we ll

8 (No. 28), ha ve  a n a dditiona l source  of supply whe n We ll No. 28 ha s  a  pump fa ilure  or Arizona  City

9 re a che s  its  ma ximum da y de ma nd of 1.9 million ga llons  pe r da y. (Ex. A-8 a t 46.) AWC s ta te d tha t

10 the  origina l a rs e nic re mova l fa cilitie s  cons tructe d for the  P ina l Va lle y s ys te m do not tre a t the  full

11 capacity of arsenic-contaminated wells  in the  system and that Well No. 34 has arsenic levels of40 parts

12 pe r billion. (Ex. A-4 a t 30-31 , Ex. A-8 a t 46.) AWC es tima ted the  cos t of the  a rsenic remova l facilitie s

13 for Well No. 34 at $3 .4 million and prob ected that the project would be completed and placed in service

14 by De ce mbe r 31, 2016. (Ex. A-4 a t 19, Ex. A-8 a t 47.) AWC e s tima te d the  re ve nue  re quire me nt for

15 the  capita l cos ts  of the  new a rsenic trea tment plant a t $577,000, not including O&M costs . (Ex. A-5 a t

1 6  4 . )

17 AWC furthe r s ta ted tha t continua tion of the  ACRM is  necessa ry to a llow AWC to recover the

18 cos ts  of removing a rsenic from the  trea tment plants  lis ted a s  pos t-TY plant additions  (Va lley Fa rms

19 We ll No. 2, P ina l Va lle y We ll No. 13, a nd point of us e  ("P OU") de vice s  for the  Coolidge  Airport

20 system), because  12 months  of opera ting costs  a re  needed prior to recovering those  actua l costs . (Ex.

21 A-8 a t 48.)

22

23

24

25

26 0 . I

27

28

Abbott

Abbott noted tha t it has  been exempt from ACRM surcharges. (See Ex. Abbott-2 a t 7.)

3. RUCO

RUCO did not address  the  ACRM in its  te s timony.

2.

57 Because there is not sufficient space at the Well No. 34 site, AWC proposes to construct the arsenic removal facility at
the Arizona City storage tank and booster pump station site, which will necessitate 3,400 linear feet of 12-inch transmission
main to connect the two sites. (Ex. A-8 at 47.)
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1

2

3

4

5

6

7

8

9

10

11

12

S ta ff

S ta ff a gre e d with AWC tha t the  a rse nic tre a tme nt pla nts  for Va lle y Fa rms  We ll No. 2 a nd P e na l

Va lle y We lls  No. 13 a nd 34 a nd the  P OU de vice s  for the  Coolidge  Airport s ys te m we re  ne e de d from

a n e ngine e ring s ta ndpoint, but s ta te d tha t the  comple te d pla nt a t We ll No. 13 ha d be e n found not use d

a nd use ful be ca use  it wa s  not in s e rvice  by De ce mbe r 31, 2015, a nd tha t the  pla nt a t We ll No. 34 ha d

not ye t be e n com ple te d. (Ex.  S -1  a t 64 ,  Ex.  S -3  a t e x.  F MS  a t 50 .) S ta ff re com m e nde d  tha t the

Com m is s ion  c on tinue  a u thoriz a tion  fo r a n  ACRM to  p re s e rve  e lig ib ility fo r a n  ACRM s urc ha rge

limite d to only the  ne w a rs e nic tre a tme nt fa cilitie s  a t We lls  No. 13 a nd 34 in the  P ina l Va lle y s e rvice

area . (E x. S -1 a t 65.) Be ca us e  of the  le ngthy pe riod s ince  the  EP A re duce d the  a rs e nic  MCL to its

curre n t le ve l,  S ta ff fu rthe r re com m e nde d  tha t AWC be  pu t on  no tice  tha t a ny a dd itiona l a rs e n ic

tre a tm e nt fa cilitie s  ne ce s s a ry a t s om e  unide ntifie d point in the  future  will be  e va lua te d for pos s ible

inclus ion in ra te  ba s e  through the  norma l ra te ma king proce s s  ra the r tha n in the  conte xt of a n ACRM.

13 (Ex. S-1 a t 65.)

5.14

15

16

17

18

a c  Re bu tta l

On re butta l, AWC pointe d out tha t a lthough Mr. S ma ila  ha d a gre e d with AWC's  pla nne d

cons truction of three  a rsenic remova l fa cilitie s  (P ina l Va lley We lls  No. 13 and 34 and the  Coolidge

Airport POUs), Staff had recommended ACRM approval only as  to Penal Valley Wells  No. 13 and 34.

(Ex. A-10 a t 19.) AWC asse rted tha t the  issue  had been discussed with S ta ff, who s ta ted tha t it had

19 been an overs ight and now recommended inclus ion of the  Coolidge  Airport POUs in the  ACRM. (Ex.

20 A-10at 19.)

2 1 L. Nitrate Treatment Cost Recovery

22

23

24

25

26

27

28

AWC

AWC requested authoriza tion to implement an NCRM tha t would work exactly like  the  ACRM

as described in Decis ion No. 64400 (Octobe r 14, 2003). (Ex. A-5 a t 9.) According to AWC, both the

Pina l Va lley and White  Tank se rvice  a reas  have  high leve ls  of nitra tes  in the ir groundwate r supplies ,

and the  leve ls  a re  increasing in the  Penal Valley service  area . (Ex. A-4 a t 23, Ex. A-8 a t 97, Tr. a t 24.)

AWC s ta te d tha t it ne e ds  to ra ise  ca pita l for a nd to cons truct four ne w nitra te  re mova l fa cilitie s  for

P ina l Va lley Wells  No. 7, 27, 32, and 33, a t an es tima ted cos t of $18.9 million. (Ex. A-4 a t 19, Ex. A-

49 DE C IS IO N NO .

l H ill l \IIuIIIIIIIIII\IIll elul ll-II lm II l l

4.

1.

Hllll I\l\l mm l I l H nu Lu I I l IH llulllIIulullll H l H lllllllll111-11111---111111



DOCKET no. w-01445A_15-0277

1

2

3

4

5

6

7

8

9

10

11

12

13

5 a t 8, Ex. A-8 a t 97, 104, l07.) AWC s ta te d tha t the  wa te r from P ina l Va lle y We ll No. 27 a lre a dy

exceeds the  MCL for nitra tes  and is  currently blended with low-nitra te  water from the  Coolidge  system

to comply, but tha t wa te r blending is  not a  long-te rm solution or ava ilable  for the  othe r we lls . (Ex. A-

8 a t 99, 104.) Additiona lly, AWC a lready owns, opera tes , and mainta ins  two nitra te  remova l facilitie s

(one  in P ina l Va lley and one  in White  Tank) and one  combina tion a rsenic and nitra te  remova l facility

(in S ta nfie ld). (Ex. A-8 a t l06.) AWC a sse rte d tha t nitra te s  a re  more  proble ma tic tha n a rse nic both

be ca us e  nitra te s  a re  a n a cute  conta mina nt," trigge ring imme dia te  re gula tory re quire me nts  whe n

groundwate r nitra te  concentra tion exceeds  the  MCL of 10 mg/L (l0 ppm),59 and because  the  cos t to

design, construct, operate , and maintain nitrate  removal plants far exceeds the costs for arsenic removal

pla nts . (Ex. A-4 a t 25-26, Ex. A-8 a t 97-98.) AWC e s tima te d the  a nnua l O&M cos t for the  We ll No.

33 nitra te  re mova l fa cility a t $1.75 million a nd compa re d it to a n ACRM with a  s imila r production

capacity, which has  an annua l O&M cos t of approxima te ly $45,000. (Ex. A-8 a t l07.)

AWC s ta te d tha t the  NCRM, like  a n ACRM, would a llow AWC to re cove r only spe cific a nd

14 na rrowly de fine d ope ra ting cos ts ,  inc luding me dia  re pla ce me nt or re ge ne ra tion cos ts ,  me dia

15 re pla ce me nt or re ge ne ra tion s e rvice , a nd wa s te  me dia  or re ge ne ra tion dis pos a l. (Ex. A-5 a t 9-10.)

16 AWC a ls o s ta te d tha t it would provide  notice , inc luding the  e s tima te d incre a s e  for a n a ve ra ge

17

18

19

re s identia l cus tomer's  bill, wheneve r it filed an applica tion for an NCRM surcha rge . (Ex. A-5 a t 10.)

AWC e s tima te d tha t the  S te p-1 surcha rge  for the  initia l nitra te  re mova l fa cility would be  $2.20 pe r

month for the  average  res identia l cus tomer. (Ex. A-5 a t 9.)

20

21

22

23

Abbott

Abbott note d tha t the  NCRM would be  us e d to a llow AWC to me e t fe de ra l wa te r qua lity

s tanda rds  like  the  ACRM does  and a s s e rted tha t Abbot s hould be  exempt from any NCRM becaus e

Abbot's  non-potable  wa te r s upply is  not trea ted for nitra te s . (Ex. Abbott-2 a t 7.)

24

25

26

27

28

5s This contrasts with arsenic, which is a chronic contaminant. (Tr. at 23.) AWC explained that nitrates are an acute
contaminant because they pose significant, immediate, and potentially life-threatening risks to some consumers even with
only a short exposure. (Ex. A-4 at26, Ex. A-8 at 98.) If an acute violation were to occur, AWC would be required to report
the exposure to those who may be affected within 24 hours through media outlets, posted notice, or personally delivered
notice. (Ex. A-8 at 98.) Water supplies with nitrate concentrations exceeding the EPA MCL cannot be used for drinking
water. (Ex. A-4 at 29.) Nitrate cannot be detected without testing because it is colorless, odorless, and tasteless, and is the
most common pollutant in Arizona's drinking water. (Ex. A-8 at lot.)
59 Mr. Reiker testified that AWC's options with a well producing water exceeding the MCL are to shut down the well
and build treatment or shut down the well permanently. (Tr. at 24.)

2.
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1

2

3

4

3. RUCO

RUCO opposed the NCRM, taking exception to it for the same reasons that RUCO opposed the

SIB mechanism, a rguing tha t the  NCRM would a llow AWC to increase  ra tepayers ' ra te s  without the

bene fit of a  fa ir va lue  de te rmina tion. (Ex. RUCO-1 a t 29.)

5 S ta ff

6 S ta ff a gre e d tha t the  ide ntifie d nitra te  re mova l fa cilitie s  a re  ne ce ssa ry from a n e ngine e ring

7 perspective , as  AWC needs  to trea t for nitra tes  a t Pena l Valley Wells  No.7, 27, 32, and 33 in the  near

8 future , a nd added that Wells  No. 10, 14, 19, and 24 are  a ll be ing close ly monitored for nitra tes  as  well.

9 (Ex. S -l a t 66, Ex. S -3 a t e x. FMS  a t 49.) S ta ff pointe d out, howe ve r, tha t the  Commiss ion ha s  not

10 previously approved an NCRM and that the  EPA has not changed the  nitra te  standards for safe  drinking

l l wa te r a s  it did for a rse nic. (Ex. S -1 a t 66.) S ta ff re comme nde d tha t the  Commiss ion de ny AWC's

12 request for an NCRM, asse rting tha t the  trea tment facilitie s  to address  excess ive  nitra te  leve ls  can be

13 ha ndle d in the  norma l ra te  ca se  proce ss  through cons ide ra tion for inclus ion in ra te  ba se  once  the

14 fa cilitie s  a re  pla ce d into se rvice . (Ex. S -1 a t 67.)

15 5. AWC Rebutta l

16 On re butta l, AWC a sse rte d tha t a  fa ilure  to a uthorize  the  NCRM would re sult in s ignifica nt

17 financia l risk for AWC and ra te  shock for its  cus tomers , a s  the  e s tima ted cos t to build the  four nitra te

18 removal facilities  would represent a  33-percent increase  in ra te  base  f`or the  Pina l Valley se rvice  a rea .

19 (Ex. A-9 a t 5.) AWC pointe d out tha t the  cos t of the  nitra te  re mova l fa cilitie s  is  highe r tha n the  cos t

20 for the  a rse nic tre a tme nt fa cilitie s  for which the  ACRM wa s  cre a te d. (Ex. A-9 a t 5.)

21

22 1. AWC

23 AWC reques ted approva l to reactiva te  its  PPAM Tariff, No. AM-253, which was  approved in

24 De cis ion No. 68302 but de a ctiva te d in De cis ion No. 71845. (Ex. A-6 a t 47-49, e x. J MR-7.) AWC

25 a sse rte d tha t e le ctric powe r cos ts  a ccounte d for a pproxima te ly 21 pe rce nt of tota l O&M e xpe nse s

26 during the  TY a nd tha t "the  cos t of e le ctric powe r ha s  be come  incre a s ingly vola tile  in re ce nt ye a rs ,

27 particularly as  a  result of a  number of surcharges and adjuster mechanisms authorized for and used by

28

M. Purchased Power Adjustment Mechanism ("PPAM")
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1 the  Compa ny's  e le ctric powe r provide rs ." (Ex. A-6 a t 48.) AWC provide d a  lis t of 14 e le ctric powe r

2 surcharges  tha t it currently pays  in the  Weste rn Group. (Ex. A-6 a t 48.)

3 2. Abbott

4 Abbott did not address  the  PPAM in its  te s timony.

5 3. RUCO

6 RUCO oppose d the  P P AM, a rguing tha t such a n a djus tor would a llow a n incre a se  in ra te s

7 without a  de te rmina tion of fa ir va lue . (Ex. RUCO-1 a t 29.) RUCO furthe r a s se rte d tha t a djus tme nt

8 mechanisms traditiona lly have  been es tablished to mitiga te  regula tory lag for vola tile  and ve ry la rge

9 e xpe nse  ite ms  tha t could ne ga tive ly impa ct a  utility's  fina ncia l he a lth a nd tha t a utoma tic a djus tme nt

10 mechanisms should not be  used as  a  substitute  for a  formal ra te  case . (Ex. RUCO-1 a t 30.)

•

•

•

n . NARUC Unifo rm S ys te m of Ac c oun ts  ("US OA")

RUCO

11 S ta ff

12 S ta ff re vie we d the  purcha s e d powe r invoice s /s ta te me nts  provide d by AWC, a s  we ll a s

13 a dditiona l informa tion provide d by AWC in re sponse  to a  da ta  re que s t, a nd conclude d tha t AWC's

14 purcha se d powe r cos ts  ha ve  be e n a nd a re  like ly to be  vola tile . (Ex. S -1 a t 68.) S ta ff re comme nde d

15 approva l of AWC's  proposed PPAM Tariff, with the  following conditions  :

16 AWC shall be  a llowed to pass through to its  customers only the  increase  or decrease  in

17 purchased power cos ts  re sulting from a  ra te  change  from a  regula ted e lectric se rvice

18 provide r supplying re ta il se rvice  to AWC ;

19 AWC sha ll, within 90 days  a fte r a  decis ion in this  ma tte r, file  a  P lan of Adminis tra tion

20 for the  PPAM for Commiss ion approva l, and

21 AWC s ha ll only re cove r incre a s e s  or re fund de cre a s e s  tha t a re  due  to cha nge s  in

22

23

24 1.

25 AWC has for many years been using the 1976 version of the USOA rather than the current 1996

26 ve rs ion of the  US OA. (Ex. S -1 a t 52.) RUCO a sse rte d tha t AWC is  not complying with A.A.C. R14-

27

28 Ex. s-1 at 68.60

4.
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2

3

4

5

6

1 2-411(D)(2)61 be ca us e  it is  not ke e ping its  a ccounts  in conformity with the  curre nt 1996 US OA,

a lthough AWC does  keep its  books  and records  in conformity with the  1976 USOA. (Ex. RUCO-1 a t

30-31.) RUCO noted tha t there  are  s ignificant differences be tween the  1976 USOA account numbers

and the 1996 USOA account numbers and that many of the  account numbers used by AWC today are

currently be ing used by was tewa te r utilitie s . (Ex. RUCO-1 a t 31 .) RUCO recommended tha t AWC

be  re quire d, prior to filing its  ne xt ra te  ca se  a pplica tion, to comply with the  Commiss ion's  rule s  by

7 us ing the  1996 USOA. (Se e  Ex. RUCO-1 a t 33.)

8 2. S ta ff

9 Staff also expressed concern regarding AWC's use of the 1976 USOA because the 1976 USOA

10 includes  many more  account numbers , a s  compared to the  1996 USOA, and many of those  accounts

11 include imbedded expenses that would be  separated into other accounts under the  1996 USOA. (See

Ex. S-1 at 52-53.) As a result, Staff stated, because expense categories such as salaries and wages are

spread throughout multiple  accounts  in the  1976 USOA, Staff and other parties  using the  1996 USOA

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

2 8

must exert more effort to locate , differentia te , and analyze the prudence of such expenses. (See Ex. S -

1 a t 53.) S ta ff asse rted tha t AWC is  the  only wate r company known to be  us ing the  1976 USOA and

tha t AWC has indica ted it has  no intention of converting to the  1996 USOA because  the  Commission

has not expressly required it to do so. (Ex. S-1 a t 54.) Staff asserted that because AWC uses the  1976

USOA, AWC must drastically modify the  annual report template  provided by the  Commission to mad<e

it work with AWC's accounting records, and it is  difficult for the  Commission and investors  to compare

AWC's  a nnua l re ports  to thos e  of othe r re gula te d utilitie s  in Arizona . (Ex. S -1 a t 54.) S ta ff

acknowledged tha t AWC would incur cos ts  if it were  to trans ition to the  1996 USOA, but s ta ted tha t

AWC would a lso be ne fit firm s implifie d re cording a nd re porting of e xpe nse s  a nd s implifie d ca se

a na lys is  a nd proce ss ing. (Ex. S -l a t 54-55.) S ta ff s trongly recommended tha t AWC be  required to

start using the 1996 USOA within 180 days of the effective date  of a  decision in this matter and, further,

tha t AWC be  permitted to defe r any reasonable  costs  associa ted with the  transition for considera tion

el A.A.C. R14-2-41 l(D)(2) s ta tes  the following: "Each utility sha ll ma inta in its  books  and records  in conformity with
the NARUC Uniform Sys tems  of Accounts  for Class  A, B, C and D Water Utilities ."
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1 of cost recovery in its  next ra te  case , with the  tota l cost of the  conversion a llocated across a ll of AWC's

2 groups  a nd se rvice  a re a s . (Ex. S -l a t 55.)

3 3. AWC Re butta l

4 AWC indica ted on rebutta l tha t it is  amenable  to converting to the  1996 USOA, but requested

5 tha t it be  a llowed to de fe r the  cos ts  a ssocia ted with the  conve rs ion for re cove ry in its  next ra te  ca se

6 filing for e a ch of its  ope ra ting groups . (Ha rris  Re b. a t ll.) AWC a s se rte d tha t it will ne e d to cha nge

7 its  software , forms, and reports  in order to make  the  change  and, further, tha t "there  is  no practica l way

8 to modify the  re corde d his torica l tra ns a ctions " to the  1996 US OA. (Id) Mr. Ha rris  s ta te d tha t the

9 e a rlie s t AWC could be gin re cording cos ts  us ing the  1996 USOA would be  Ja nua ry 2017 a nd tha t it

10 would not be  poss ible  for AWC to file  its  next ra te  ca se  us ing a  2017 te s t yea r, a s  AWC has  a lready

11 be gun pre pa ra tions  for a  ra te  ca se  filing us ing a  2015 or fis ca l 2015/2016 te s t ye a r. (Id a t 11-12.)

12 AWC asserted tha t requiring AWC to use  the  1996 USOA for the  test year of its  next genera l ra te  case

13 would e ffective ly preclude  AWC from filing a  ra te  applica tion for any of its  ope ra ting groups  until a t

14 leas t 2018. (Id a t 12.) AWC proposed to begin the  convers ion to the  1996 USOA in January 2017, to

15 use  the  1996 USOA for any ra te  case  using a  test year of 2017 or la te r, and to use  the  1996 USOA in

16 its  2017 a nd s ubs e que nt a nnua l re ports . (Id a t 13.) AWC dis a gre e d tha t A.A.C. R14-2-411(D)(2)

17 re quire s  use  of the  mos t curre nt US OA. (Id a t 12.)

1 8

19 1. RUCO

20 RUCO asserted tha t AWC is  not in compliance  with A.A.C. R14-2-102(B)(2)62 because  it does

2 1 not m a inta in  its  a ccum ula te d  de pre c ia tion  ba la nce s  e ithe r by p la nt a ccos t or by func tion . (Ex. RUCO~

22 l a t 32.) RUCO added tha t San Gabrie l does  mainta in its  deprecia tion rese rves  by plant account and

23 tha t RUCO is  a wa re  of no othe r wa te r or wa s te wa te r utility tha t doe s  not. (Ex. RUCO-1 a t 32-33.)

24 RUCO re comme nde d tha t AWC be  re quire d, prior to filing its  ne xt ra te  ca se  a pplica tion, to comply

25 with the  Commiss ion's  rule s  by ma inta ining its  a ccumula te d de pre cia tion ba la nce s  e ithe r by pla nt

26 a ccount or by function. (Se e  Ex. RUCO-1 a t 33.)

27

28

A.A.C. R14-2-l02(B)(2) states the following: "All public service corporations shall maintain adequate accounts and
records related to depreciation practices, subject to the following: ... A separate reserve for each account or functional
account shall be maintained."

62
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1 2. Staff

2 Staff also asserted that AWC is not keeping its accumulated depreciation reserve accounts in

3 compliance with the A.A.C. R14-2-102(B) requirement to maintain a separate reserve for each account

4 or functional account. (See Ex. S-1 at 55.) Staff asserted that AWC has acknowledged that it does not

5 maintain its accumulated depreciation reserve balances by plant account and has asserted that it was

6 granted a waiver from such requirement by Decision No. 64282 (December 28, 2001). (Ex. S-1 at 55.)

7 Staff disagreed with AWC's interpretation of the waiver granted in Decision No. 64282 and

8 recommended that AWC be ordered to start maintaining accumulated depreciation reserve balances by

9 plant property group on a going-forward basis. (Ex. S-1 at 57.) Staff asserted that it is important for

10 AWC to track its depreciation by component plant account for several reasons: (1) so that AWC can

l l support that total depreciation for any specific property group stops when the investment is fully

12 recovered, (2) so that AWC can periodically conduct a depreciation study to determine the actual useful

13 life of each property group asset and use that information to adjust the depreciation rate for each

14 property group, to ensure that AWC does not over or under recover its investments, and (3) so that

15 Staff and other parties in rate cases can verify AWC's accumulated depreciation reserve balances and

16 AWC's use of Commission-authorized depreciation rates. (Ex. S-1 at 56.)

17 3. AWC Rebuttal

18 On rebuttal, AWC stated that it was amenable to recording its accumulated depreciation

19 balances by account going forward, but asserted that AWC can only accurately evaluate depreciation

20 reserve, the useful lives of plant assets, and depreciation rates if it also allocates its existing

21 accumulated depreciation reserve to individual plant accounts. (Harris Reb. at 14.) Mr. Harris stated

22 that the depreciation reserve cannot simply be allocated by plant balance because it also includes

23 retirement of assets, the cost of removing retired assets, and salvage value, making a simple allocation

24 based on plant balances inaccurate and inappropriate. (Id at 15.) Mr. Harris stated that the allocation

25 can be done accurately only as part of a comprehensive depreciation study, through which AWC could

26 also analyze its depreciation rates, and estimated that the study would cost $50,000 to $70,000. (Id )

27 AWC proposed to have a comprehensive company-wide depreciation study completed before AWC

28
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1

2

tiles  its  next Western Group genera l ra te  case  and proposed that AWC be permitted to defer the  costs

of the  s tudy for considera tion of cost recovery in its  next ra te  case  for each opera ting group. (Id .)

3

4

VI. The Agreement

GenerallyA.

5

6

7

8

9

1 0

11

1 2

1 3

The Agreement, a ttached hereto and incorporated herein as Exhibit B,63 was executed on May

6, 2016, by representa tives  for each pa rty, specifica lly Mr. Garfie ld for AWC, Thomas  Brode rick (by

proxy) for Staff, David Tenney for RUCO, Troy D. Rose  row for Abbott, and Greg Pa tte rson for WISE.

(Ex. S-6.) The Agreement sta tes tha t the  negotia tion process in this  matter was open, transparent, and

inclus ive  of a ll pa rtie s , tha t e a ch pa rty ha d a n e qua l opportunity to pa rticipa te , a nd tha t e a ch pa rty

Agreement s ta tes  tha t its  purpose  is  to se ttle  a ll issues in this  matte r in a  manner tha t will promote  the

public inte re s t, provide  for prompt re solution of the  is sues , and a llow expeditious  implementa tion of

1 4

1 5

1 6

1 7

[T]he  te rms  of this  Agreement will se rve  the  public inte re s t by providing a
jus t and reasonable  re solution of the  issues  presented by the  Ra te  Case ,
establishing just and reasonable  ra tes for AWC's customers, and promoting
the  hea lth, we lfa re  and sa fe ty of AWC's  cus tomers . Commiss ion approva l
of this  Agre e me nt will furthe r s e rve  the  public inte re s t by a llowing the
Signatory Parties to avoid the  expense and delay associa ted with continued
litiga tion.65

1 8 The parties desire for the Commission to find that the terms and conditions of the Agreement

19 are just and reasonable and in the public interest, to approve the Agreement, and to make the Agreement

20 and the rates contained therein effective at the earliest practicable date. (Id at 3, § 1.11.)

The Agreement includes, as attachments, an OSPF Tariff for Pinal Valley, an OSFF Tariff for

22 White Tank, a number of supporting schedules that include data for the whole Western Group and

23 breakdown data for the Pinal Valley, White Tank, and Ajo service areas, and a Nitrate Removal

24 Facilities Cap Schedule. (See Ex. S-6 at art.) The supporting schedules detail and support the parties'

25 agreements related to revenue requirement, OCRB/FVRB, TY income and expenses, cost of capital,

2 1

26

27

28

63 The Settlement Agreement was admitted as Exhibit S-6.
64 Mr. Tenney testified that he was present for the entire negotiation process and that it was a "great, great process"
conducted "in the spirit of compromise and cooperation and trying to be part of the solution." (Tr. at 62, 65.)
65 Ex. S-6 at 3, § 1.10.
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1 ra te  design, and deferra l of nitra te  removal costs . (See  id )

2

3 1. CAP  M&I Fe e s

4 The  pa rtie s  a gre e  tha t AWC s ha ll be  a llowe d to  continue  us ing its  CAP  M&l Fe e  ta riff

5

6 2.

B. CAP Water-Related Requests

CAP Surcharge  Mechanism

7 The parties implicitly agreed that AWC shall be  authorized to implement a  new CAP Surcharge

8 Mechanism by agree ing tha t AWC sha ll file  a  P lan of Adminis tra tion for its  CAP Surcharge , for review

10 include d a  propos e d CAP  S urcha rge  Ta riff a s  a n a tta chme nt to Mr. Ha rris 's  dire ct te s timony, the

l l proposed CAP Surcharge  Tariff was  not included as  an a ttachment to the  Agreement. (Tr. a t 49, Ex.

12 A-5 a t e x. J DH-11.) AWC is  a me na ble  to ha ving a  Ta riff for the  CAP  S urcha rge  if de s ire d by the

13 Commiss ion. (See  Tr. a t 36-37, 49.)

14 c . Other Requests

SIB Me cha nism

The  parties  agree  to the  following:

15 1. QSFF Ta riffs

16 The parties  agree  to have  AWC continue  its  OSFF Tariff for Penal Valley as  proposed. (Ex. S-

17

18 re vise d to include  the  3/4" me te r s ize  a nd to e xpre ss ly include  groundwa te r re cha rge  a nd re cove ry

19 ba s ins  and we lls  a s  OSFFs . (Tr. a t 41-42.)

20 The  pa rtie s  agree  to have  AWC implement a  new OSFF Ta riff for White  Tank a s  proposed.

21

22 2.

23

24

25

26

27

28

Give n the  curre nt proce dura l s ta nding of judicia l re vie w of the  S ys te m
Improve me nt Be ne fits  (S IB) me cha n is m in  the  Arizona  courts , the
Signa tory Parties  have  agreed not to include  te rms of a  SIB mechanism in
this  Agre e me nt. S hould the  S upre me  Court uphold the  Commis s ion's
a uthority to cre a te  the  S IB by finding tha t the  S IB is  a  le ga l ra te ma king
me cha n is m, a ny S igna to ry P a rty ma y us e  a ppropria te  p roce dura l
mechanisms to seek to add a  SIB mechanism and sha ll not be  deemed to
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1
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3

4

5

6

7

8

9

10

11

12

13

14

15

16

DOCKET NO. W-01445A-15-0277

have  waived its  right to do so by ente ring into this  Agreement."6

3. Arsenic Trea tment Cost Recovery

The  pa rtie s  a gre e  to ha ve  AWC continue  its  ACRM a s  propose d a nd tha t AWC's  Ge ne ra l

Service  Tariff sha ll be  amended to provide  limited exceptions  to the  ACRM surcharge , specifica lly to

exclude Abbott's  dedicated 6" service  connection from the  calcula tion and application of the  surcharge.

4. Nitra te  Trea tment Cost Recovery

The  parties  agree  to the  following re la ted to AWC's  recovery for nitra te  removal costs :

AWC sha ll defe r its  incurred costs  associa ted with the  ins ta lla tion and opera tion of the

nitra te  trea tment facilitie s  se t forth on the  Nitra te  Removal Facilitie s  Cap Schedule ,

AWC shall mainta in support for a ll e lements  of these  deferred costs ,

These  defe rra ls  sha ll be  subj e t to the  following ra temaking trea tment:

o All costs  should be  recorded on AWC's books and records as  incurred,

o An a llowa nce  for funds  us e d  during  cons truction  ("AFUDC") s hould  be

re corde d during cons truction in the  ordina ry a nd cus toma ry ma nne r for such

•

O

construction Pro_]€cts,

AWC shall depreciate the nitrate treatment plant additions at the current

O

O

Commission-approved deprecia tion ra tes,

Once the nitrate  treatment plant additions are  placed in service, AWC shall defer,

as  a  regula tory asse t, the  deprecia tion expense , cos t of media  replacement or

re ge ne ra tion, cos t of che mica ls , a nd cos t of wa s te  me dia  disposa l for the se

fa cilitie s ;

Once  the  nitra te  tre a tme nt pla nt a dditions  a re  pla ce d in s e rvice , AWC ma y

re cord pos t-in s e rvice  AFUDC for cons ide ra tion of re cove ry in AWC's  ne xt

17

18

19

20

21

22

23

24

25

26

27

28 he Ex.S-6 at7,§6.12.

Western Group rate case, and

The tota l amount of deferred costs  (including deprecia tion expense , media  replacement

or regeneration, chemicals, waste  media  disposal, and post-in sen/ice  AFUDC) shall not
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Dolla r Amount Weight Cost Weighted Avg.
Cost

Common Equity $33,035,799 53.69% 10.00% 5.37%
Long-Te rm De bt $288492,500 46.31% 6.82% 3.16%
Weighted Average
Cost of Capita l

8.53 %

DOCKET no. W-01445A-15-0277

1

2

exceed $21,738,368.67

P P AM

The  Agre e me nt did not a ddre ss  AWC's  re que s t for a  PPAM. Mr. Re ike r te s tifie d tha t AWC

4 agreed not to seek the  PPAM under the  te rms of the  Agreement. (Tr. a t 41 .)

3

5 D. Cos t of Capita l

6 1. Ca lcula tion

7

8

The parties  agree  on the  following ca lcula tion of AWC's cost of capita l for the  Western

Group:68

9

10

11

12

13 Cost of Future Debt

14

15

16

17

18

19

In a ddition, in re sponse  to RUCO's  conce rns  re ga rding AWC's  re la tive ly high cos t of de bt

compared to publicly traded water utilities  and current inte rest ra tes , "AWC agrees  tha t going forward

it will use  its  best good fa ith efforts  to reduce  its  cost of debt, and tha t any future  debt will be  prudently

Mr. Re ike r te s tifie d tha t this  me a ns  tha t "[a ]ny future  long-te rm bonds  or de bt [is sue d by AWC] will

be  a t the  absolute  lowest cost and best te rms ava ilable  to [AWC]." (Tr. a t 46.)

20 E. TY Results, Rate Base, and Revenue Requirement

21 The  S igna torie s  a gre e  on the  following a djus te d TY re sults , OCRB/FVRB, a nd re ve nue

22 requirements for the  Western Group and its  service  areas:69

23

24
67

25

26

27

28 69

Ex. S-6 at 5-6, §§ 5.1 through 5.1.5. The Nitrate Removal Facilities Post in Service Costs Estimated Cap Schedule
("Nitrate Cap Schedule") included in the Agreement includes projected construction start and in-service dates as well as
estimated construction costs, operating and depreciation expenses, and post-in service AFUDC. (See Ex. S-6 at art.) The
Agreement does not require AWC to comply with the construction start and in-sen/ice dates or to meet the broken down
monetary figures, it simply adopts the overall total as a cap for the amount that AWC may defer. (See Tr. at 38-40.) Mr.
Reiker clarified that the construction costs shown on the Nitrate Cap Schedule are not included in the deferral cap amount.
(Tr. at 49.)
68 Ex. S-6 at 4, § 3.1, Sched.D-1.

See Ex. S-6 at 3-4, §§2.2 through § 2.9, Sched. A-1 Settlement, Sched. B-1 Settlement, Sched. C-1 Settlement.

5.

2.
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Western
Group

Penal Valley
Service Area

White Tank
Service Area

$18,467,889
$16,064,459
$2,403,430

$57,511,994
4.18%

$4,905,565
$2,502,135

1.6403
$4,104,288

22.22%

$22,572,177

$2,310,991
$2,134,626

$176,365
$4,964,851

3.55%
$423,484
$247,119

1.6377
$404,704
17.51%

$2,715,695
8.53%

Ajo
Service Area

$437,888

$396,2621

$41 ,628

$946,016

4.40%

$80,692

$39,064

1.6369

$63,945

14.59%

$501 ,834

8.53%

1

2

3

4

5

6

7

8

9

10 The  OCRB/FVRB figure s  agreed to by the  S igna torie s  re fle ct adjus tments  made  to true -up pos t-

l l TY pla nt to re fle ct a ctua l e xpe nditure s  for proje cts  pla ce d in s e rvice  a s  of De ce mbe r 31, 2015, a nd to

12 e limina te  "Bla nke t" proje cts , to a djus t de fe rre d income  ta x to re fle ct bonus  de pre cia tion on pos t-TY

13 pla nt, to a djus t working ca pita l to re fle ct a ll othe r s e ttle me nt a djus tme nts  a nd include  inte re s t e xpe ns e

14 in the  ca lcula tion of working ca s h, a nd to a lloca te  the  P hoe nix office  a nd me te r s hop s e ttle me nt ra te

15 ba s e  a djus tme nts  to the  We s te rn Group s e rvice  a re a s . (Ex. S -6 a t S che d. B-2 S e ttle me nt App.)

16 The  a djus te d TY re ve nue  a nd ope ra ting e xpe ns e  figure s  a gre e d to by the  S igna torie s  re fle ct

17 a djus tme nts  ma de  to pa yroll e xpe ns e s  to re move  four unfille d pos itions , a dd Mr. Moe 's  pos ition, a nd

18 include  a  1.6 pe rce nt wa ge  incre a s e , to a djus t ins ura nce  e xpe ns e  to re fle ct the  curre nt prope rty a nd

19 lia bility ins ura nce  pre mium, to a djus t ra te  ca s e  e xpe ns e  to re fle ct a n a llowe d a mount of $360,000 to be

20 amortized ove r three  yea rs , to adopt RUCO's  recommended adj ves tment to tank ma intenance  expens e ,

21 to adopt S ta ff' s  recommended adjus tment to vehicle  expens e , to decreas e  purchas ed wa te r expens e  to

22 re fle ct a n incre a s e  in the  a mortiza tion pe riod for a dditiona l de fe rre d CAP  M&I ca pita l cha rge s  tha t a re

23 now us e d a nd us e ful from 20 ye a rs  to 25 ye a rs , to a djus t de pre cia tion e xpe ns e  to re fle ct s e ttle me nt

24 pla nt ba la nce s , to  s ynchronize  inte re s t e xpe ns e  with  ra te  ba s e , to  a djus t prope rty ta xe s  to  re fle c t

25 s e ttle me nt re ve nue s , a nd to a djus t income  ta xe s  to re fle ct a dj us e d TY re s ults  a nd propos e d re ve nue s .

26

28

TY Adjusted Operating Revenues:

TY Adjusted Operating Expenses:

TY Adjusted Operating Income:

Adjusted OCRB/FVRB:

TY Rate of Return:

Required Operating Income:

Operating Income Deficiency:

Gross Revenue Conversion Factor

Required Revenue Increase:

Required Revenue Increase % :

Required Operating Revenues:

Required Rate of Return:

$21,216,768
$18,595,345
$2,621,423

$63,422,861
4.13%

$5,409,741
$2,788,318

1.6400
$4,572,937

21.55%
$25,789,706

8.53% 8.53%
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1 F .

2 The  ra te  de s ign for the  P ina l Va lle y s e rvice  a re a  include d in the  Agre e me nt fe a ture s  the

3 structure  proposed in the  se t of AWC's rebutta l schedules  tha t included unique  ra tes  for Abbott; uses

4 the  s a me  monthly minimum cha rge s  propos e d by AWC in thos e  re butta l s che dule s , us e s  lowe r

5 commodity ra tes than proposed by AWC on rebutta l a t a ll tie rs  of usage for residentia l and commercia l

6 cus tome rs , for cons truction wa te r, a nd for s a le s  for re sa le , include s  the  s a me  commodity ra te s  a s

7 proposed by AWC on rebutta l for industria l customers , and increases  the  ga llons  rece ived per quarte r

8 for coin ope ra te d ma chine s . (See Exhibit A he re to.) The  Agreement express ly provides  tha t Abbott's

9

10 The rate design for the White Tank service area included in the Agreement features the structure

l l proposed in AWC's  rebutta l schedules , uses  the  same monthly minimum charges  proposed by AWC

12 in those  rebutta l schedules except for residentia l customers, for whom lower monthly minimum charges

13 are  used, and uses lower commodity ra tes than proposed by AWC on rebutta l a t a ll tie rs  of usage and

14 for a ll cus tome rs  othe r tha n indus tria l cus tome rs  with 6" or la rge r me te rs , for whom the  Agre e me nt

15 commodity ra te  is  the  same as proposed by AWC on rebutta l. (See Exhibit A he re to.)

16 The  ra te  de s ign for the  Ago se rvice  a re a  include d in the  Agre e me nt fe a ture s  the  s tructure

17 proposed in AWC's  rebutta l schedules , uses  the  same  monthly minimum charges  proposed by AWC

18 in those  rebutta l schedules, uses lower commodity ra tes  than proposed by AWC on rebutta l a t a ll tie rs

19 of usage  and for a ll cus tomers  othe r than indus tria l cus tomers  with 6" or la rge r me te rs , for whom the

20 Agre e me nt commodity ra te  is  the  sa me  a s  propose d by AWC on re butta l, a nd incre a se  the  ga llons

21 received per quarter for coin operated machines. (See Exhibit A he re to.)

22 The Agreement service  line  and meter insta lla tion charges and misce llaneous service  charges

23 are  the  same as proposed by AWC on rebutta l and recommended by Staff. (See  Exhibit A hereto.)

24 Although AWC did  not produce  s upporting s che dule s  for the  Agre e me nt to  s how the

25 breakdown of revenue  genera ted by monthly minimum charges  versus  commodity ra tes , Mr. Reeker

26 reca lled tha t the  monthly minimum charges  produce  48 percent of the  overa ll revenue  requirement for

27 the  We s te rn Group a s  a  whole . (Tr. a t 32.)

28 Mr. Re ike r a ls o te s tifie d tha t a lthough AWC ha s  a  long-te rm goa l of cons olida ting e a ch

Rate Design
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Bill Impa c ts

System Usage
(Gallons)

Cu rre n t Bill Settlement
Bill

Dollar
Change

Percent
Change _ _

24.11%
21.84%
14.81%

P ina l Va lle y
White  Ta nk
Ajo

7,781
11,733
3,991

$29.62
$52.20
$40.98

$36.76
$63.60
$47.05

$7.14
$11.40
$6.07

H . Additional Agreement Provisions

1 ope ra ting group within  its e lf, tha t is  "wa y off on the  horizon," a nd the re  is  nothing within  the

2 Agre e me nt's  ra te  de s ign tha t he  be lie ve s  would ma ke  it more  difficult to cons olida te  the  We s te rn

3 Group. (Tr. a t 44.)

4 G .

5 The  Agreement ra tes  and charges  would have  approximate ly the  following monthly bill impact

6 on an average  usage  res identia l customer se rved by a  5/8" x 3/4" meter in each of the  Weste rn Group

7 s ys te m s :

8

9

1 0

13 1. US OA

14 The  parties  agree  tha t AWC sha ll convert to the  1996 USOA, but will continue  using the  1976

16 te s tifie d tha t AWC will tra ns ition to the  1996 US OA in Ja nua ry 2017. (Tr. a t 30.)

17 2. Next Rate  Case  Test Year

18 The parties agree  that AWC shall, in its  next ra te  case  filed for the  Western Group or any of the

19 service areas in the Western Group, use a  test year that includes at least 12 months of actual experience

21 3. Accumula ted Deprecia tion Reserve  Accounts

22 The  pa rtie s  a gre e  tha t AWC sha ll be gin re cording its  a ccumula te d de pre cia tion re se rve  by

24 tes t year, conduct and comple te  a  comprehensive  deprecia tion s tudy in order to deve lop a  reasonable

25 me thodology for a lloca ting its  exis ting accumula ted deprecia tion re se rve  account to the  appropria te

26 utility plant accounts  for a ll se rvice  a reas , and tha t AWC may defer the  costs  for the  deprecia tion s tudy

27

2 8 Currently, AWC uses  a  s ingle deprecia tion reserve. (Tr. a t 30.)70
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Commiss ion Approva l

l l The  Agreement provides  tha t if the  Commission issues  an order adopting a ll materia l te rms of

12 the  Agreement, such action sha ll cons titute  Commiss ion approva l of the  Agreement, and the  pa rtie s

13

14 Agreement further provides tha t the  parties  agree  to waive  their rights  to appeal a  Commission Decision

15 a pproving the  Agre e me nt, provide d tha t the  Commis s ion a pprove s  a ll ma te ria l provis ions  of the

16 Agre e me nt. (Id. a t

17 The  Agreement a lso s ta tes  tha t if the  Commission fa ils  to issue  an order adopting a ll mate ria l

18 te rms  of the  Agre e me nt, or a dds  ne w or diffe re nt ma te ria l te rms  to the  Agre e me nt, a ny pa rty ma y

20 a llows  a  pa rty to e xe rcis e  dis cre tion in de te rmining whe the r a  te rm is  ma te ria l. (Id) In a ddition, the

21 Agre e me nt provide s  tha t if a  pa rty file s  a n a pplica tion for re he a ring be fore  the  Commiss ion, "S ta ff

22 s ha ll not be  obliga te d to file  a ny docume nt or ta ke  a ny pos ition re ga rding the  ... a pplica tion for

2 3  re h e a rin g ." (Id )

24 6.

1

2 AWC has  a lready been in communica tion with a  deprecia tion expert and tha t AWC intends  to ge t the

3 deprecia tion s tudy s ta rted right a fte r a  decis ion approving die  Agreement. (Tr. a t 31 .)

4 4. Tank Maintenance

5 The parties agree that AWC may defer tank maintenance costs for possible  recovery in a  future

6 ra te  ca s e , tha t AWC is  a uthorize d to re cord s uch de fe rra l of cos ts , a nd tha t AWC s ha ll ke e p a nd

8 the  hearing that these  costs  would be  trea ted in the  same manner as the  deferred nitra te  removal costs .

9 (Tr. a t 42-43 -)

10 5.

Comply_iance T_ariffs

25 The  Agre e me nt provide s  tha t AWC sha ll file  complia nce  ta riffs  cons is te nt with a ny orde r of

26 the  Commission, for Staff review and approval, and tha t such compliance  ta riffs  sha ll become effective

28
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1 Emergency Rate  Case  Filing

2 The Agreement a lso provides that nothing therein shall prevent AWC from requesting a  change

3 to its  ra te s  in the  event of conditions  or circumstances  tha t cons titute  an emergency, which is  "limited

4 to a n e xtra ordina ry e ve nt tha t, in the  Commiss ion's  judgme nt, re quire s  ra te  re lie f in orde r to prote ct

6

7 A.

8 Ink. Re ike r te s tifie d in support of the  Agre e me nt on be ha lf of AWC, s ta ting tha t the  pa rtie s

9 genuinely desired and were  committed to finding common ground on the  issues in this  matter, tha t the

10 pa rtie s  a ll e xe cute d the  Agre e me nt cove ring a ll is sue s  in this  ma tte r, a nd tha t the  commitme nt a nd

l l compromis e s  inhe re ntly involve d in s uch a  s e ttle me nt e ffort produce d re s ults  tha t a re  jus t a nd

12 reasonable  and in the  public inte res t and tha t provide  benefits  for a ll pa rtie s  and cus tomers . (Ex. A-14

13 a t 5, Tr. a t 28.) Mr. Re iker furthe r s ta ted tha t the  Agreement represents  a  compromise  of the  pa rtie s '

VII. Pa rtie s ' Support of Agreement

AWC

14 competing positions and that the  Agreement results  in just and reasonable  ra tes that reflect a  reasonable

15 es tima te  of AWC's  cos ts  of providing se rvice  and a re  supported by the  evidence . (See  Ex. A-l4 a t 9,

16  Tr. a t 28 .)

B. Abbott17

18 Mr. Kemp tes tified in support of the  Agreement on beha lf of Abbott, s ta ting tha t the  proposed

19 unique  s e ttle me nt ra te  for Abbott is  fa ir be ca use  the  ne w ra te  is  close r to AWC's  cos t of providing

20 s e rvice  to Abbott. (Ex. Abbott-3 a t 2.) Mr. Ke mp a ls o s ta te d tha t the  Agre e me nt doe s  not re quire

21 Abbott to pay an ACRM surcha rge  for its  6" non-potable  se rvice , because  tha t wa te r is  not tre a ted,

22 while  re quiring Abbott to pa y the  ACRM for its  limite d pota ble  wa te r se rvice  through sma lle r me te rs .

23 (Id) Mr. Kempt tes tified tha t Abbott supports  the  fina l se ttlement numbers  on which the  parties  agreed

24 and be lieves  tha t the  Agreement's  te rms a re  in the  public's  bes t inte res ts . (Id a t 3.)

25 c .

26 Mr. Tenney testified in support of the  Agreement on behalf of RUCO, s ta ting tha t the  parties  to

27 the  negotia tions  were  a ll sophis tica ted and pa rticipa ted fully and tha t the  Agreement was  the  re sult of

28 se ve ra l hours  of ne gotia tion a nd the  pa rtie s ' willingne ss  to compromise . (Ex. RUCO-5 a t 2-3.) Mr.

R UC O

7.
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1

2

Tenney characte rized the  Agreement as  fa ir to both consumers  and AWC and s ta ted tha t it is  in the

public inte res t because  it provides  favorable  te rns  and protections  for res identia l customers  and a lso

provides a fair and balanced approach to addressing the parties ' various concerns on required costs and

revenues . (Id a t 3, 5-6.) Mr. Tenney specifica lly identified the  following provis ions  of the  Agreement

as beneficia l to consumers:

3

4

5

6

7

•

•

•

•

Deferral of tank maintenance expense and nitrate  plant construction costs and operating

expenses for consideration of recovery in a  future  ra te  case ,

A COE of 10.0 pe rcent,

An increase  in the  deferra l period on CAP M&I charges  from 20 years  to 25 years ;

A requirement for AWC to comply with the  Commission's  rules  for mainta ining proper

•

•

D. S ta ff

•

•

•

O

8

9

1 0

11 deprecia tion accounting records,

12 A requirement for AWC to comply with the  proper ve rs ion of the  USOA, and

13 A re quire me nt for AWC, going forwa rd, to use  its  be s t e fforts  to re duce  its  cos t of

1 4 debt_71

1 5

16 Mr. Abinah testified in support of the  Agreement on behalf of Staff, s ta ting tha t the  Agreement

17 is  in the  public inte re s t because :

18 The terms of the  Agreement produce a  revenue requirement that will result in ra tes that

19 are just and reasonable,

20 Settling the contested issues will save time and the expense of a  contested hearing, and

21 The  Agreement:

22 o Allows AWC an opportunity to earn an overall re turn of 8.53 percent and a  10.0

23 percent ROE, providing AWC sufficient revenue  to provide  re liable  se rvice ,

24 o Requires  AWC to upda te  to the  1996 USOA beginning with the  firs t ra te  case

25 filed using a  2017 test year;

26 Requires  AWC to conduct a  deprecia tion s tudy to find the  most proper method

27

2 8 Ex. RUCO-5 a t 3-4.71
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1

2

3

4

to allocate the existing accumulated depreciation reserve to the appropriate

individual utility plant accounts, and

o Requires AWC, on a going forward basis, to use its best good faith efforts to

reduce its cost of debt."

VIII. Re s o lu tio n5

6 As  the  pa rtie s  a cknowle dge  in the  Agre e me nt, the  Commiss ion is  not bound by the  te rms  of the

7 Agre e me nt a nd mus t inde pe nde ntly cons ide r a nd e va lua te  the  te rms  of the  Agre e me nt to e nsure  tha t

8

9 By a ll a c c oun ts ,  the  pa rtie s  pa rtic ipa te d  in  good  fa ith  in  a n  ope n ,  c a nd id ,  a nd  inc lu s ive

10 negotia tion proce ss  in which compromise s  we re  made  in orde r to re ach an agreement tha t would re solve

11 the  num e rous  dis pute d is s ue s  in  th is  m a tte r. Tha t no  pa rty to  th is  m a tte r re fus e d  to  e xe cute  the

12 Agre e me nt s upports  the  ide a  tha t re a s ona ble  compromis e s  ha ve  be e n ma de  by a ll pa rtie s  to re a ch a

13 mutua lly a cce pta ble  re s ult.

14 As  s e t fo rth  in  the  s upportive  te s tim ony of AWC, RUCO , a nd  S ta ff,  de s c ribe d  a bove ,  the

15 Agre e m e nt will be ne fit AWC a nd  its  cus tom e rs .  Additiona lly,  a s  s e t fo rth  in  Abbotit 's  s upportive

16 te s timony, the  Agre e me nt will be ne fit Abbott by s ignifica ntly re ducing Abbott's  s ubs idiza tion of othe r

17 cus tom e rs  through a doption of a  unique  ra te  de s ign for Abbott tha t m ore  c los e ly coincide s  with the

18 cos ts  of providing s e rvice  to Abbott.  The  Com m is s ion a ls o s ta nds  to be ne fit from  the  Agre e m e nt, if

19 a pprove d, be ca us e  of the  incre a s e d e fficie ncy of the  he a ring proce s s  in this  ma tte r a nd the  re s ource

20 sa vings  re sulting the re from.

2 1 The  ra te s  a nd  cha rge s  in  the  Agre e m e nt will ge ne ra te  m onth ly b ills  for cus tom e rs  in  e a ch

22 We s te rn  G roup s e rv ice  a re a  lowe r tha n  propos e d  by AWC in  its  Applica tion ,  while  s till p rovid ing

23 AWC with sufficie nt re ve nue s  to provide  sa fe  a nd re lia ble  s e rvice  a nd a n opportunity to ha ve  spe cific

24 pos t-TY cos ts  cons ide re d for re cove ry in its  ne xt ra te  ca se . Additiona lly, a s  a  re sult of the  Agre e me nt,

25 AWC will upda te  its  a ccounting sys te m both a s  to the  US OA use d a nd how a ccumula te d de pre cia tion

26 is  re corde d, will pe rform a  de pre cia tion s tudy, a nd will a tte mpt to obta in future  de bt a t a  lowe r inte re s t

27

28 Ex. s-7 at 5,- see also Tr. at 71.72
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1

* * * * * * * *

FINDINGS  OF FACT

1.

ra te . The  Agreement a lso should facilita te  AWC's  implementa tion of its  2015 CAP wa te r use  plans ,

2 which will ultima te ly re s ult in be ne ficia l us e  of AWC's  e ntire  CAP  wa te r a llotme nt a mount a nd a

3 reduction in the amount of groundwater used in the Western Group. Based on the complete  evidentiary

4 record in this  proceeding, we  de te rmine  tha t it is  in the  public inte re s t for the  Commiss ion to approve

5 the  Agreement, and we will do so.

6 * *

7 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

8 Commission finds, concludes, and orders that:

9

10 AWC is  an Arizona  corpora tion and Class  A wa te r utility providing se rvice  a s  a  public

l l service  corpora tion pursuant to authority granted by the  Commission.

12 2. AWC's Western Group includes six separate  public water systems (Tierra  Grande, Pinal

13 Va lle y, Coolidge  Airport, S ta nfie ld, White  Ta nk, a nd Ago), which, a t the  e nd of 2014, s e rve d

14 a pproxima te ly the  following numbe rs  of se rvice  conne ctions : Tie rra  Gra nde  .-- 360, P ina l Va lle y ...-

15 28,250, Coolidge  Airport - 9, S ta nfie ld - 195, White  Ta nk - 2,360, a nd Ajo - 650. The  White  Ta nk

16 sys tem, in Maricopa  County, and the  Ajo sys tem, in P ima  County, a re  each recognized as  a  separa te

17 AWC se rvice  a re a , while  the  othe r four sys te ms  (Tie rra  Gra nde , P ina l Va lle y, Coolidge  Airport, a nd

18 Stanfie ld) combined form the  Penal Valley service  area , in Pina l County.

19 3. Aside  from the  Coolidge  Airport sys tem, the  Weste rn Group sys tems ' cus tomers  a re

20 primarily se rved through 5/8" x 3/4" me te rs  (approximate ly 97 pe rcent in Tie rra  Grande , 94 pe rcent in

21 Pina l Valley, 95 percent in S tanfie ld, 78 percent in White  Tank, and 95 percent in Ajo).

22 4. The  a ve ra ge  monthly wa te r us a ge  for a  5/8" x 3/4" me te r cus tome r va rie s  gre a tly

23 between the different Western Group service areas :

24

25

26 5. AWC holds  three  subcontracts  with CAWCD for de live ry of CAP wa te r for municipa l

27 a nd indus tria l ("M&I") us e  within the  We s te rn Group, with a nnua l a lloca tions  of 8,884 AF to Ca s a

28

P e na l Va lle y
7,781 ga llons

White  Tank
11,733 gallons

Ago
3,991 gallons
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1 Gra nde , 2,000 AF to Coolidge , a nd 968 AF to White  Ta nk. The  subcontra cts  re quire  AWC to pa y

2 semi-annua l CAP M&I capita l cha rges  based on tota l a lloca tions , rega rdless  of whe the r AWC takes

3 delivery of any CAP water, and to pay monthly CAP operation, maintenance, and replacement expense

4 payments based on actual CAP deliveries  and estimated expenses for the  upcoming year.

5 6. In De cis ion No. 68302, the  Commis s ion a uthorize d AWC to re cove r the  We s te rn

6 Group's  de fe rred and ongoing CAP M&I capita l cha rges  through a  specia l hook-up fee  and through

7 inclus ion in ra te  base  of tha t portion of CAP M&I capita l charges  associa ted with CAP wate r actua lly

8 delivered in the  tes t year used in tha t matte r. The  Commission authorized AWC to continue  collecting

9 the se  spe cia l hook-up fe e s  in De cis ion No. 71845 a nd a ga in in De cis ion No. 73144, a lso re na ming

10 the m CAP  M&I Fe e s .

l l 7. In Decis ion No. 68302, the  Commiss ion authorized AWC to implement an ACRM for

12 the  Weste rn Group to a llow AWC to recover capita l cos ts  and ce rta in recoverable  O&M costs  directly

13 re la ted to the  cons truction and opera tion of a rsenic trea tment facilitie s  necessa ry to comply with the

14 EP A's  MCL for a rs e nic, re quiring AWC to imple me nt the  We s te rn Group ACRM in a ccord with the

15 ACRMs approved for the  Northern Group in Decision No. 66400 and for the  Eastern Group in Decision

16 No. 66849. In De cis ion No. 70192, De cis ion No. 70702, a nd De cis ion No. 70963, the  Commiss ion

17 authorized implementa tion of ACRM ta riffs  for the  Casa  Grande , S tanfie ld, and White  Tank sys tems

18 and then, in Decis ion No. 71845, did not authorize  AWC to continue  collecting ACRM surcharges  in

19 the  We s te rn Group s ys te ms . In De cis ion No. 73144, the  Commis s ion a ga in a uthorize d AWC to

20 imple me nt a n ACRM in the  We s te rn Group, with a  ne w e xce ption from a pplica bility of the  ACRM

21 surcharges of any industria l class  customer not rece iving water from AWC's potable  water dis tribution

22 system.

23 8. In Decis ion No. 73144, the  Commiss ion authorized AWC to collect an OSFF for each

24 new service  connection according to an OSFF Tariff Schedule  specific to the  Pina l Valley and Stanfie ld

25 sys tems . The  Commiss ion a lso fully consolida ted the  S tanfie ld sys tem into the  P ina l Va lley se rvice

26  a re a .

27 9. In  De cis ion No. 73938 a nd De cis ion No. 74081, re s pe ctive ly, the  Commis s ion

28 authorized implementa tion of SIB mechanisms for AWC's  Faste r Group systems and the Nava jo and
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1 Verde Valley systems in its  Northern Group. RUCO appealed the  SIB mechanisms as unconstitutional.

2 In a  de cis ion is sue d in Augus t 2015, the  Arizona  Court of Appe a ls  a gre e d with RUCO tha t the  S IB

3 mechanisms  were  uncons titutiona l and vaca ted the  Commiss ion's  approva l and adoption of the  S IB

4 me cha nis ms . In Octobe r 2015, the  Commis s ion s ta ye d ope ra tion of the  S IB me cha nis ms . In a n

5 Opinion issued on August 8, 2016, the  Arizona Supreme Court vacated the  Court of Appeals  decision,

6 upholding Commis s ion De cis ion No. 73938 a nd De cis ion No. 74081 a nd holding tha t the  S IB

7 me cha nism complie d with the  Arizona  Cons titution's  ma nda te  for the  Commiss ion to de te rmine  the

19 Continua tion of currently authorized CAP M&I fees  in Pena l Va lley and White

20 Tank, to recover ongoing and de fe rred CAP M&I capita l cha rges  from new cus tomers ,

21 (b) Ra te  ba s e  tre a tme nt of $4,398,823 in a dditiona l de fe rre d CAP  M&I ca pita l

22 charges  in P ina l Va lley tha t a re  now used and use ful, amortized to expense  over 20 yea rs  ($219,94 l

23 pe r ye a r);

24

8 fa ir va lue  of a  utility's  prope rty whe n se tting ra te s .

9 10. The  proce dura l h is tory in  th is  ma tte r is  s e t forth  a ccura te ly in  S e ction  II of the

10 Discuss ion portion of this  Decis ion and is  incorpora ted by re fe rence  as  though se t forth in full he re .

11 11. AWC's  Applica tion in this  ma tte r conce rned its  Weste rn Group se rvice  a reas , used a

12 TY e nding on De ce mbe r 31, 2014, a nd propose d ra te s  a nd cha rge s  tha t would re sult in a n ove ra ll

13 revenue  increase  for the  Weste rn Group of $6,010,408, or 28.33 pe rcent over adjus ted TY opera ting

14 re ve nue s  0f$21,216,708, a long with a n OCRB/FVRB of$67,417,785.

15 12. The  ra tes  and charges  proposed by AWC, RUCO, and Sta ff a re  accura te ly se t forth in

16 Exhibit A, which is  incorpora ted by re fe rence  a s  though se t forth in full he re .

17 13. In addition to requesting an increase  in revenues for each Western Group service  a rea

18 in its  Applica tion, AWC re que s te d the  following:

Ra)

(c) Defe rra l and recove ry ove r three  yea rs  of $357,500, the  ne t cos t of de live ring

25 5,000 AF of CAP water to Penal Valley genera l service  customers in 2015,

26 (d ) Annua l re cove ry of $715,000 in ne t ongoing CAP  M&I ca pita l a nd de live ry

27 charges  re la ted to de live ry of 5,000 AF of CAP wate r to P ina l Va lley genera l se rvice  cus tomers ,

28

69 DECIS ION NO.



AWC RUCO Sta ff
TY Adj-bperating Revenues: $18,467,889 $18,591,737 $18,467,889

-TY A'd3. Operating Expenses: $16,276,611 $16,211,235 $15,909,593
T'Y Adj-6perating Income: $2,191,278 $2,380,502 $2,558,296

- $58,322,921 $56,001,472 $57,867,309
3? Rate of Return: 3.76% 4.25% 4.42%

required Operating Income: $5,428,798 $4,099,285 $4,640,958

operating Income Deficiency: $3,237,521 $1,718,784 $2,082,662

Gross Rev. Conversion Factor: 1.6403 1.6651 1.6319

Required Revenue Increase $1 $5,310,551 $2,862,004 $3,398,668
Required Revenue Increase %: 28.76% 15.39% 18.40%

§equred Rate of Return: 9.31% 7.32% 8.02%

Revenue Requirement: $23,778,440 $21,453,741 $21,866,557

DOCKET NO. W-01445A-15-0277

1 (e) Authorization of a new CAP surcharge to recover increases in net cost per AF

2 of CAP water, increased costs related to quantity of CAP water delivered, and additional deferred CAP

3 M&I capital charges as they become used and useful,

4 (D Continuation of the OSFF Tariff for  Pinal Valley,  to fund a Pinal Valley

5 Recharge and Recovery Facility,

6 (8) Authorization of a new OSFF Tariff for White Tank, to fund construction of a

7 White Tank Recharge and Recovery Facility,

8 (h) Authorization to implement a SIB mechanism such as the SIB mechanisms

9 authorized for the Eastern Group systems in Decision No. 73938 and for the Northern Group systems

10 in Decision No. 74081 ,

Continuation of the ACRM for the Western Group systems; and

Authorization of an NCRM for the Western Group systems, to comply with

11 (i)

12 (j)

13 federal Safe Drinking Water Act standards.

14 14.

15 Penal Valley service area.

16 15. WISE's participation in this matter primarily involved cross-examination of other

Abbott's  pa rtic ipa tion  in  th is  m a tte r focus e d on ra te  de s ign for Abbott's  p la nt in  the

17 pa rtie s ' witne s s e s .

18 16. AWC, RUCO, a nd S ta ff took the  following pre -s e ttle me nt pos itions :

19

20

21

22 I

23

24

25

26

27

28
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TY A'8j. Operating Revenues: $2,310,991 $2,345,382 $2,321,542
'TY A`&j. Operating Expenses: $2,202,051 $2,172,461 $2,110,820
TY Adj. Opera ting Income: $108,940 $172,921 $210,722
6CR8/FVRB-. $5,078,719 $4,737,182 $5,058,486
TY Rate  of Return: 2.15% 3.65% 4.17%

Required Operating Income: $472,736 $346,646 $405,691
Operating Income Deficiency: $363,796 $173,725 $194,969
Gross Rev. Conversion Factor: 1.6377 1.7200 1.7169

Required Revenue Increase $1 $595,785 $298,814 $334,737

Required Revenue Increase %: 25.78% 12.74% 14.42%

Required Rate  of Return: 9.31% 7.32% 8.02%

Revenue Requirement: $2,906,776 $2,644,196 $2,656,279

AW C R UC O Sta ff

Ty Adj. Opera ting Revenues: $437,888 $445,441 $440,253
TY Adj. Opera ting Expenses: $409,645 $397,531 $407,570

TY Adj-f Operating Income: $28,244 $47,910 $32,684

6CRB/FVRB: $966,310 $954,567 $948,972

TY Rate  of Return: 2.92% 5.02% 3 .44%

Required Operating Income: $89,946 $69,851 $76,108

Opera ting Income Deficiency: $61,702 $21,941 $43,424
Gross Rev. Conversion Factor: 1.6369 1.3039 1.2783

liequired Revenue Increase $: $101,003 $28,608 $55,510

Required Revenue Increase %: 23.07% 6.42% 12.61%

Required Rate  of Return: 9.31% 7.32% 8.02%

Revenue Requirement: $538,891 $474,049 $495,763

DO C KE T n o .  W -0 1 4 4 5 A-1 5 -0 2 7 7

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17 17. F rom  2015  to  2020 ,  AW C p la ns  to  inc re a s e  the  a m oun t o f CAP  wa te r re c ha rge d ,

18

19 968 AF for White  Ta nk, with  corre s ponding incre a s e s  in  purcha s e d wa te r cos ts  of $1,809,454 a nd

20 $352,005,re s pe ctive ly.

2 1 18. AWC ha s  file d a  2015 P ina l Va lle y CAP  Wa te r Us e  P la n a nd a  2015 White  Ta nk CAP

22 Wa te r Us e  P la n, e a ch of which propos e s  to  us e  AWC's  CAP  wa te r a lloca tion through groundwa te r

23 re cha rge ,  s tora ge ,  a nd re cove ry,  with  the  P ina l Va lle y Re cha rge  a nd Re cove ry Fa c ility ha ving a n

24 e s tim a te d cos t of a pproxim a te ly $5.8  m illion a nd the  White  Ta nk Re cha rge  a nd Re cove ry Fa c ility

25 ha ving a n e s tima te d cos t of a pproxima te ly $2.6 million. The se  e s tima te d cos ts  a re  s ignifica ntly lowe r

26 tha n the  e s tima te d cos ts  to imple me nt the  pla ns  for surfa ce  wa te r tre a tme nt a nd dire ct de live ry include d

27 in AWC's  2006 CAP  Wa te r Us e  P la n.

28

re cove re d, a nd de live re d to cus tome rs  from 5,000 AF to 8,956 AF for P e na l Va lle y a nd from 0 AF to
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1 19. AWC plans  to commence  building the  White  Tank Recharge  and Recovery Facility in

2 2018 and proposed a  new OSFF Ta riff for White  Tank to fund it, with a  proposed fee  of $2,500 for

3 each new service  connection with a  5/8" x 3/4" meter and graduated fees  for se rvice  connections with

4 la rge r me te r s ize s .

5 20. CAP M&I fee  collections  have  been much lower than projections  s ince  2008 for P ina l

6 Va lle y a nd 2009 for White  Ta nk. At the  e nd of the  TY, P ina l Va lle y ha d a  ba la nce  of $6,687,970 in

7 defe rred CAP M&I charges , and White  Tank had a  ba lance  of $480,8 l5 in defe rred CAP M&I charges .

8 21. AWC proposed a  CAP Surcharge  mechanism tha t would a llow recovery of increases in

9 the  ne t pe r-AF cos t of CAP  wa te r (including s che dule d incre a s e s  in CAP  M&I ca pita l a nd de live ry

10 charges  and e limina tion of offse tting payments  from groundwater savings  facility opera tors), increases

l l in cos ts  re la ted to the  quantity of CAP wa te r recha rged, recovered, and de live red to gene ra l se rvice

12 cus tome rs , a nd a dditiona l de fe rre d CAP  M&I ca pita l cha rge s  re la te d to incre a s e s  in CAP  wa te r

13 de liveries . AWC filed a  proposed Plan of Adminis tra tion and ta riff for the  CAP Surcharge  mechanism

15

16 utilitie s .

14 a s  an exhibit to Mr. I-1amls 's  direct te s timony.

22 I The  Commiss ion ha s  pre vious ly a uthorize d CAP  S urcha rge  me cha nisms  for othe r wa te r

17 23. AWC needs  to cons truct four new nitra te  remova l facilitie s  for P ina l Va lley Wells  No.

18 7, 27, 32, and 33, a t an es timated cost of $18.9 million, because  the  water from Pina l Valley Well No.

19 27 a lready exceeds  the  MCL for nitra tes , and the  nitra te  leve ls  in AWC's  P ina l Va lley se rvice  a rea  a re

20 incre a s ing, je opa rdizing the  wa te r supplie s  from P ina l Va lle y We lls  No. 7, 32, a nd 33. AWC is  a lso

21 close ly monitoring othe r P ina l Va lley we lls  for nitra te s .

22 24. AWC propos e d a n NCRM, which would work jus t like  a n ACRM, a nd would a llow

23 AWC to re cove r only s pe cific a nd na rrowly de fine d ope ra ting cos ts , including cos ts  for me dia

24 re pla ce me nt or re ge ne ra tion, me dia  re pla ce me nt or re ge ne ra tion s e rvice , a nd wa s te  me dia  or

25 re ge ne ra tion disposa l. The  e s tima te d a nnua l O&M cos ts  for the  We ll No. 33 nitra te  re mova l fa cility

26 a lone  a re  $1 .75 million, which is  s ignificantly higher than the  annual O&M costs  for a  like-s ized arsenic

27 trea tment facility.

28 25. The  Commiss ion has  not previously authorized an NCRM.
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26. AWC propose d to re a ctiva te  its  P P AM Ta iff, No. AM-253, which wa s  de a ctiva te d in

2 Decis ion No. 71845, to a llow AWC to recover for increases  in its  purchased power cos ts , which have

3 been somewhat volatile  in recent years.

4 27. AWC ha s  for ma ny ye a rs  be e n us ing the  1976 ve rs ion of the  USOA ra the r tha n the

5 current 1996 ve rs ion of the  USOA in its  wa te r utility accounting and is  the  only wa te r utility known to

6 S ta ff to s till be  doing so. The  1976 ve rs ion of the  USOA conta ins  many more  account numbers  a s

7 compared to the  1996 USOA, and many of the  1976 USOA accounts  include  imbedded expenses  tha t

8 would be  s e pa ra te d into othe r a ccounts  unde r the  1996 US OA. AWC's  us e  of the  1976 US OA

9 complica tes  and prolongs the  analysis  of AWC's annual reports  and ra te  case  filings for Staff and other

10 pa rtie s .

l l 28. AWC curre ntly is  not ma inta ining its  a ccumula te d de pre cia tion re se rve  a ccounts  by

12 pla nt a ccount or functiona l a ccount. AWC ca nnot a ccura te ly a lloca te  its  e xis ting a ccumula te d

13 deprecia tion re se rve  to individua l plant accounts  without pe rforming a  comprehens ive  deprecia tion

14 s tudy, a t an es timated cost of $50,000 to $70,000.

15 29. Abbott is  currently class ified as  a  Large  Industria l cus tomer within AWC's  P ina l Va lley

16 se rvice  a rea , and Abbott's  usage  accounts  for approximate ly 78 pe rcent of the  tota l usage  within tha t

17 cus tomer cla ss . The  vas t ma jority (98 pe rcent) of the  wa te r Abbott is  se rved by AWC is  non-potable

18 wa te r de live re d through a  de dica te d 6" non-pota ble  wa te r ma in. AWC chlorina te s  the  wa te r Abbott

19 rece ives  through the  6" non-potable  water main, but does  not otherwise  trea t the  water.

20 30. Unde r the  current ra te s  and cha rges  for Pena l Va lley, Abbott ha s  been paying AWC

21 significantly more  than AWC's  cost to se rve  Abbott, the reby subsidizing other customers .

22 31. Abbott proposed to have  the  Pinal Valley ra te  design segregate  and establish separa te

23 ra tes  for Abbott, providing Abbott a  15 percent reduction in ra tes .

24 32. The parties to this matter engaged in an open, candid, and inclusive negotiation process,

25 which culmina ted in the  Agreement executed by representa tives  for each party on May 6, 2016. The

26 Agreement, a ttached here to as  Exhibit B, is  intended to resolve  a ll disputed issues  in this  matte r.

27 33. The  provis ions  of the  Agre e me nt a re  a ccura te ly de s cribe d in  S e ction VI of the

28 Discuss ion portion of this  Decis ion, which is  incorpora ted by re fe rence  as  though se t forth in full he re

1
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1 If approved by the  Commiss ion, the  Agreement will have  the  following major impacts :

2 (a ) AWC's  Wes te rn Group re s identia l cus tomers  se rved by 5/8" me te rs  and with

3 average water usage will see monthly bill increases between approximately $6 and $1 l, with the highest

4 dolla r incre a se  s e e n in the  White  Ta nk se rvice  a re a  a nd the  lowe s t dolla r incre a se  s e e n in the  Ajo

5 service  area ,

6

34.

(b) Abbott will see  s ignificantly reduced monthly bills  a s  a  re sult of a  unique  ra te

7 de s ign for Abbott tha t more  close ly coincide s  with AWC's  cos ts  of providing se rvice  to Abbott,

AWC will genera te  sufficient revenues  to provide  sa fe  and re liable  se rvice  and8 (C)

9 to a ttra ct ca pita l, the re by be ne fiting its  cus tome rs ,

10 (d ) AWC will be gin a ccounting us ing the  1996 US OA;

11 (e ) AWC will upda te  how a ccum ula te d de pre c ia tion is  re corde d both for e xis ting

12 ba la nce s  a nd going forwa rd a nd will pe rform  a  com pre he ns ive  de pre c ia tion s tudy to  de te rm ine  the

13 a ppropria te  a lloca tion of its  e xis ting a ccumula te d de pre cia tion re se rve  a ccount to utility pla nt a ccounts

14 for a ll se rvice  a re a s ,

c a AWC will use  its  bes t good fa ith e fforts  to obta in future  debt a t a  lower inte res t

(8 )

15

16 ra te ,

17

18 Agre e me nt,

19 (h )

20 a tta chme nt to the  Agre e me nt,

AWC will continue  to implement the  P ina l Valley OSFF Tariff, a s  revised in the

21 (1)

22 to the  Agre e me nt,

23 Q) AWC will imple me nt its  ne w CAP  S urcha rge  Me cha nis m a fte r obta ining

24 a pprova l of its  P la n of Adminis tra tion for the  CAP Surcha rge  Me cha nism from S ta ff,

25 (k) AWC will continue  to imple me nt its  CAP  M&I Fe e  Ta riff s che dule s  for the

26 P ina l Va lle y a nd White  Ta nk se rvice  a re a s ,

27 (1) AWC will file  its  next Western Group (or Western Group system or service  area)

28 ra te  ca se  applica tion no soone r than Janua ry l, 2018, will ensure  tha t the  te s t yea r for the  ra te  ca se

AWC will implement its  White  Tank OSPF Tariff, a s  se t forth in the  a ttachment
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TY Opera ting Revenues: $21 ,216,768
TY Opera ting Expenses: $18,595,345
TY Ope ra ting Income : $2,621,423
OCRB/FVRB : $63,422,861
TY Ra te  of Re turn: 4.13%
Required Opera ting Income: $5,409,741
Opera ting Income  Deficiency: $2,788,318
Gross Revenue Conversion Factor 1.6400

Required Revenue Increase S: $4,572,937
R e q ui r e d  R e v e nue  Inc r e a s e  %  : 21.55%
Required Operating Revenues : $255789,706
Required  Ra te  of Re turn : 8.53%

TY Opera ting Revenues: $18,467,889
TY Operating Expenses : $16,064,459
TY Ope ra ting Income : $2,403,430
OCRB/FVRB : $57,511,994
TY Ra te  of Re turn: 4.18%
Required Opera ting Income: $4,905,565
Opera ting Income  Deficiency: $2,502,135
Gross Revenue Conversion Factor 1.6403

Required Revenue Increase S: $4,104,288

DOCKETNO. W-01445A-15-0277

1 includes 12 full months of actual experience with the  ra tes approved in this  matter, and will ensure  that

2 the  ra te  case  applica tion is  prepared with and supported by records crea ted using the  1996 USOA,

3 (in ) AWC's  implementa tion of its  2015 CAP Wate r Use  P lans  for P ina l Va lley and

4 White  Tank will be  facilita ted, re sulting in increa sed bene ficia l use  of AWC's  CAP wa te r a lloca tions ,

5 and

6 (n) AWC's  tra ns ition to the  1996 US OA will ma ke  it e a s ie r for pa rtie s  a nd othe r

7 inte rested persons to review and ana lyze  AWC's  annual reports  and ra te  case  filings  in the  future .

8 35. We  find tha t the  following TY re s ults  a nd the  following CCRB/FVRB, Re quire d

9 Opera ting Income, Required Revenue Increases, Required Opera ting Revenues, and Required Rate  of

10 Return, agreed upon by the  parties  in the  Agreement, a re  just and reasonable  and in the  public interest,

l l for purposes of setting rates for the Western Group as a  whole and for its separate  service areas:

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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Required Revenue Increase %: 22.22%
Re quire d Ope ra ting Re ve nue s : $22,572,177
Required Rate of Return: 8.53%

»an ~°»s

4 . '4 8%

A1988k S
TY Operating Revenues: $2,310,991
TY Ope ra ting Expe ns e s : ». $2,134,626
TY ope ra ting Income  : $176,365

ocnvi/FvRB: $4,964,851
TY ate  of Re turn: 3.55%
Re quire d Ope ra ting Income  : $423,484
Ope ra ting Incom e  De fic ie ncy: $247,119
Gross  Re ve nue  Conve rs ion Fa ctor 1.6377

Required Revenue Increase S: $404,704

Required Revenue Increase %: 17.51%

Re quire d Ope ra ting Re ve nue s  : $2,715,695
Required Rate of Return: 8.53%
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TY` Ope ra ting Re ve nue s : $437,888
TY Ope ra ting Expe ns e s : $396,2621
TY Ope ra ting Income  : $41,628
o c RB/FvR.B: $946,016

TY Ra te  of Re turn: 4.40%

Re quire d Ope ra ting Income : $80,692
Ope ra ting Incom e  De fic ie ncy: $39,064
Gross  Re ve nue  Conve rs ion Fa ctor 1.6369

Required Revenue Increase S: $63,945
Required Revenue Increase % : 14.59%

Re quire d Ope ra ting Re ve nue s : $501,834
Required Rate of Return: 8.53%
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

2 1

22

23 We  find tha t the  ra te s  a nd cha rge s  s e t forth in the  Agre e me nt for e a ch We s te rn Group

24 se rvice  a rea , which a re  accura te ly se t forth in Exhibit A he re to, a re  jus t and rea sonable  and in the  public

25 inte re s t a nd should be  a pprove d.

26 37. We  find ,  ba s e d  on  the  com ple te  e v ide n tia ry re cord  in  th is  p roce e d ing ,  a nd  for the

27 re a sons  discusse d in S e ction VIII of the  Discuss ion portion of this  De cis ion a nd se t forth in the  Findings

28

36.
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of Fact above, that it is just and reasonable and in the public interest to approve the Agreement attached

here to as  Exhibit B.

1

2

3

4

CONCLUS IONS  OF LAW

AWC is  a  public se rvice  corpora tion within the  me a ning of Article  XV of the  Arizona

5

2. The  Commiss ion has  jurisdiction ove r AWC and the  subj e t ma tte r of its  Applica tion.

3. Notice  of the  Applica tion was  provided in accordance  with the  law.

4. Adoption of the Agreement, as discussed herein, is just and reasonable and in the public

1.

6

7

8

9  in te re s t.

10 5. The fa ir value  ra te  bases of AWC's Penal Valley service  area , White  Tank service  area ,

l l and Ago service area are  as set forth in Findings of Fact No. 35.

12 6. The rates, charges, and conditions of service established herein are  just and reasonable

13 and in the  public inte res t.

14 ORDER

17

18 a re  worde d

15 IT IS  THEREFORE ORDERED tha t the  Commis s ion he re by a pprove s  the  S e ttle me nt

16 Agreement filed in this  Docke t on May 6, 2016, and a ttached to this  Decis ion a s  Exhibit B.

IT IS FURTHER ORDERED that a lthough many of the  provisions in the  Settlement Agreement

in te rms  of a gre e me nt ra the r tha n in te rms  of re quire me nts  impos e d upon AWC or

19 a uthoriza tions  gra nte d to AWC, the  Commiss ion cons ide rs  the  Agre e me nt, a s  a dopte d, to impose

20 requirements  upon AWC and to grant authoriza tions to AWC, as  appropria te  within the  context of each

21 of its  provis ions .

22 IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny is  he re by dire cte d to file  with the

23 Commission, on or before  September 30, 2016, revised schedules of its  ra tes  and charges consis tent

24 with Exhibit B a nd the  findings  he re in.

25 IT IS FURTHER ORDERED that the rates and charges and conditions of service adopted herein

26 sha ll be  e ffective  for a ll se rvices  rendered on and a fte r October 1, 2016.

27 IT IS  FURTHER ORDERED tha t Arizona  Wate r Company sha ll notify its  a ffected cus tomers

28
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COMMIS S IONER TOBIN COMMIS S IONER BURNS

IN WITNES S  WHEREOF, 1 ,  J oDi A. J ERICH, Exe cu tive
Director of the  Arizona  Corpora tion Commission, have  hereunto
set my hand and caused the officia l seal of the Commission to be
a ffixe d  a t  th e  C a p ito l, in  t h e C ity  o f P h o e n ix ,  th is

da y of 2016.

JODI A. JERICH
EXECUTIVE DIRECTOR

1 of the  re vise d sche dule s  ora te s  a nd cha rge s  a uthorize d he re in by me a ns  of a n inse rt in its  ne xt re gula rly

2 s che dule d billing, a nd by pos ting a  notice  on its  we bs ite ,  in  a  form  a cce pta ble  to the  Com m is s ion 's

3 Utilitie s  Divis ion S ta ff.

4 IT IS  FURTHER ORDERED tha t Arizona  Wa te r Com pa ny s ha ll im ple m e nt a nd com ply with

5 the  te rm s  of the  S e ttle m e nt Agre e m e nt a s  dis cus s e d he re in a nd tha t a ny fa ilure  to  com ply with the

6 S e ttle me nt Agre e me nt a dopte d he re in sha ll be  de e me d a  fa ilure  to comply with this  De cis ion.

7 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be com e  e ffe ctive  im m e dia te ly.

8 BY O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N.

9

10

13 C O MMIS S IO NE R  F O R E S E

14

15

16

17

18

19

20

2 1

22 DIS  S ENT -

23

24

25

26

27

28
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S ERVICE LIS T FOR: ARIZONA WATER COMP ANY

W-01445A-15-0277
1

2

3

4

5

6

DOCKET NO.:

S teven A. Hirsch
Coree E. Neumeyer
QUARLES  & BRADY, LLP
Two North Centra l Avenue
One Renaissance Square
Phoenix, AZ 85004
Attorneys  for Arizona  Wate r Company

7

8

9

E. Robert Spear
General Counsel
Arizona  Water Company
PO Box 29006
Phoenix, AZ 85038-9006

10

11

Mr. Joseph D. Harris , Vice  President and Treasurer
Arizona  Water Company
PO Box 29006
Phoenix, AZ 85038-9006

12

13

14

Danie l W. Pozefsky, Chie f Counse l
1 Res identia l Utility Consumer Office
110 West Washington Street, Suite  220
P hoe nix, AZ 85007

15 Miche le  L. Van Qua them
La w Office  of Miche le  Va n Qua the m, PLLC

16 7600 n. 15th s t., S uite  150-30
P hoe nix, AZ 85020
Attorneys  for Abbott Labora torie s17

18

19

20

Greg Patterson
MUNGER CHADWICK
916 West Adams, Suite  3
P hoe nix, AZ 85007
Attorneys  for Weste rn Infras tructure  Sus ta inability Effort

21

22

23

Janice  Alward, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

24

25

26

Thomas  Brode rick, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

27

28
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Cu rre n t AWC Re b. Abbott
(-15%)

RUCO Sta ff Settlement
Agreement

Month lv Min imu m Ch arg es
Re s ide ntia l
5/8" x %" Meter s 16.00 $ 22.00 $ 22.00 $ 18.83 $ 20,00 S 22.00

3/4" Mete r NT 33.00 33.00 28.25 30.00 33.00

1" Mete r 40.00 55.00 55.00 47.08 50.00 55.00

1 W' Meter 80.00 110.00 110.00 94.15 100.00 110.00

128.00 176.00 176.00 150.64 160.00 176.00

3" Mete r 256.00 352.00 352.00 301.28 320.00 352.00

4" Meter 400.00 550.00 550.00 470.75 500.00 550.00

6" Mete r 800.00 1,100.00 1,100.00 941.50 1,000.00 1,100.00
8" Mete r 1,280.00 1,760.00 1,760.00 1,506.40 1,600.00 1,760.00
10" Mete r 1,840.00 2,530.00 2,530.00 2,165.45 2,300.00 2,530.00
Com m ercia l. S a le s fo r Res a le
5/8" x %" Mete r s 16.00 $ 25.00 $ 25.00 $ 18.83 $ 21.55 $ 25.00

NT 37.50 37.50 28.25 32.33 37.50

1" Meter 40.00 62.50 62.50 47.08 53.88 62.50

1 W' Meter 80.00 125.00 125.00 94.15 107.75 125.00

2" Mete r 128.00 200.00 200.00 150.64 172.40 200.00

3" Mete r 256.00 400.00 400.00 301.28 344.80 400.00

4" Mete r 400.00 625.00 625.00 470.75 538.75 625.00

6" Meter 800.00 1,250.00 1,250.00 941.50 1,077.50 1,250.00
8" Meter 1,280.00 2,000.00 2,000.00 1,506.40 1,724.00 2,000.00

10" Meter 1,840.00 2,875.00 2,875.00 2,165.45 2,478.25 2,875.00

Indus tria l
5/8" x %" Meter s 16.00 $ 35.00 $ 35.00 $ 18.83 s 31 .82 $ 35.00

3/4" Mete r NT 52.50 52.50 28.25 47.73 52.50

1" Mete r 40.00 87.50 87.50 47.08 79.55 87.50

1 W' Meter 80.00 175.00 175.00 94.15 159.09 175.00

2" Meter 128.00 280.00 280.00 150.64 254.55 280.00

3" Mete r 256.00 560.00 560.00 301.28 509.09 560.00

4" Mete r 400.00 875.00 875.00 470.75 759.45 875.00

6" Mete r 800.00 1,750.00 1,750.00 941.50 1,590.91 1,750.00
8" Mete r 1,280.00 2,800.00 2,800.00 1,506.40 2,545.45 2,800.00

10" Meter 1,840.00 4,025.00 NT 2,165.45 3,659.09 4,025.00

Abbott' dedicated nonpotable 6") NT NT 1,200.00 NT N T 1,200.00

Construction
5/8" x %" Meter NT s 25.00 $ 25.00 $ 18.83 s 21.55 $ 25.00

3/4" Mete r NT 37.50 37.50 28.25 32.33 37.50

1" Mete r NT 62.50 62.50 47.08 53.88 62,50

1 W' Meter NT 125.00 125.00 94.15 107.75 125.00

2" Meter 128.00 200.00 200.00 150.64 172.40 200.00

3" Mete r 256.00 400.00 400.00 301.28 344.80 400.00

4" Meter 400.00 625.00 625.00 470.75 538.75 625.00

EXHIBIT A DO C KE T n o .  W -0 1 4 4 5 A-1 5 -0 2 7 7

S e e  Ex. A-11 a t a rt. 30 a t S che d. H-3 Re b., a rt. 31 a t S che d. H-3 Re b., Ex. Abbott-2 a t e x. DLN-5, RUCO-2 a t
a che d. J AC-2.1, a che d. J AC-3.19 RUCO-4 a t a che d. J AC-1.19 EX. S -2 a t S che d. P V BAB-1, WT BAB-1, Ajo
BAB-1, Ex. S -6 a t a che d. H-3 S e ttle me nt.

1 Except as noted, Abbott is treated like any other industrial customer.
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6" Mete r NT 1,250.00 1,250.00 941 .50 1,077.50 1,250.00

8" Mete r NT 2,000.00 2,000.00 1,506.40 1,724.00 2,000.00

10" Mete r NT 2,875.00 2,875.00 2,165.45 2,478.25 2,875.00

Coin Machine NT NT NT N T N T NT

Private  Fire Service
A11 S ize s s 25.00 S 35.00 $ 35.00 S 35.00 S 31.82 S 35.00
Public Fire  Hvdrant
All Sizes NT N T NT N T N T NT

Commoditv Rates
Residentia l
5/8" x %" Mete r

First 3,000 gallons $ 1.1879 S 1.3600
3,001 to 10,000 gallons 2.1026 2.4000

Over 10,000 gallons 3.2590 3,7083
First 2,000 ga llons $ 1.5190 $ 1.5406 s 1.4350 $ 1.3866
2,001 to 7,000 gallons 2.1811 2.2122 1.9390 1.9910

7,001 to 18,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 18,000 gallons 4.1674 4.2268 3.9613 3.8041

3/4" Meter
First 3,000 ga llons $ 1.3600
3,001 to 10,000 gallons 2.4000
Over 10,000 gallons 3.7083
First 4,000 gallons NT $ 1.5190 s 1.5406 S 1.4350 s 1.3866
4,001 to 10,000 gallons NT 2.1811 2.2122 1.9390 1.9910

10,001 to 18,000 gallons NT 2.8432 2.8837 2.7223 2.5953

Over 18,000 gallons NT 4.1674 4.2268 3.9613 3.8041

1" Mete r
First 25,990 ga llons 2.1926$

1 Sr
q) 2.4088

Over 25,000 gallons 3.2590 3.7083

First 5,000 ga llons $ 2.1811 s 2.2122 $ 1.9390 $ 1.9910
5,001 to 18,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 18,000 gallons 4.1674 4.2268 3.9613 3.8041
1 W' Meter

First 55,000 ga llons s 2.1026 $ 2.4000
Over 55,000 gallons 3.2590 3.7083

First 10,000 ga llons $ 2.1811 $ 2.2122 $ 1.9390 $ 1.9910
10,001 to 35,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 35,000 gallons 4.1674 4.2268 3.9613 3.8041

2" Mete r
First 95,000 gallons s 2.1026 $ 2.4000
Over 95,000 gallons 3.2590 3.7083

First 16,000 ga llons $ 2.1811 s 2.2122 $ 1.9390 s 1.9910
16,001 to 56,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 56,000 gallons 4.1674 4.2268 3.9613 3.8041

3" Mete r
First 195,000 ga llons s 2.1026 S 2.4000
Ove r 195,000 ga llons 3.2590 3.7083
First 32,000 ga llons $ 2.1811 s 2.2122 s 1.9390 $ 1.9910
32,001 to 112,000 gallons 2.8432 2.8837 2.7223 2.5953

DOCKET NO. W-01445A-15-0277
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Over 112,000 gallons 4.1674 4.2268 3.9613 3.8041

4" Me te r
First 315,000 gallons $ 2.1026 $ 2.4000

Over 315,000 gallons 3.2590 3.7083

First 50,000 lions s 2.1811 $ 2.2122 $ 1.9390 S 1.9910

50,001 to 175,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 175,000 gallons 4.1674 4.2268 3.9613 3.8041

6" 1'ICt€I
First 650,000 gallons $ 2.1026 $ 2.4000

Over 650,000 gallons 3.2590 3.7083

First 100,000 gallons s 2.1811 $ 2.2122 $ 1.9390 $ 1.9910

100,001 to 350,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 350,000 gallons 4.1674 4.2268 3.9613 3.8041

8" Me ie r
Firs t l million ga llons $ 2.1026 $ 2.4000

Over 1 million ga llons 3.2590 3.7083

First 160,000 gallons s 2.1811 $ 2.2122 S 1.9390 s 1.9910

160,001 to 560,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 560,000 gallons 4.1674 4.2268 3.9613 3.8041

10" Mete r
First 1,475,000 gallons $ 2.1026 $ 2.4000

Over 1,475,000 gallons 3.2590 3.7083

First 230,000 gallons SS 2 .1 8 1 1 $ 2.2122 s 1.9390 $ 1.9910

230,001 to 805,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 805,000 gallons 4.1674 4.2268 3.9613 3.8041

Commercial
5/8" X %" Mete r

First 10,000 gallons $ 2.1026 $ 2.4000

Over 10,000 gallons 3.2590 3.7083

3,001 to 15,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 15,000 gallons 4.1674 4.2268 3.9613 3.8041

3/4" Me te r
First 10,000 gallons $ 2.4000

Over 10,000 gallons 3.7083

First 5,000 gallons NT $ 2.1811 $ 2.2122 $ 1.9390 s 1.9910

5,001 to 20,000 gallons NT 2.8432 2.8837 2.7223 2.5953

Over 20,000 gallons NT 4.1674 4.2268 3.9613 3.8041

1" Me te r
First 25,000 gallons $ 2.1026 s 2.4000

I IOver 25,000 lions 3.2590 3.7083

First 8,000 gallons $ 2.1811 s 2.2122 s 1.9390 s 1.9910

8,001 to 38,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 38,000 gallons 4.1674 4.2268 3.9613 3.8041

1 W' Meter
First 55,000 gallons S 2.1026 $ 2.4000

Over 55,000 gallons 3.2590 3.7083

First 15,000 ga llons $ 2.1811 $ 2.2122 s 1.9390 $ 1.9910

15,001 to 75,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 75,000 gallons 4.1674 4.2268 3,9613 3.8041

2" Me te r

I2.1811 ss 2.2122 I $ 18390 1.9910s
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First 95,000 gallons $ 2.1026 s 2.4000

Over 95,000 gallons 3.2590 3.7083
First 24,000 gallons $ 2.1811 s 2 .2122 8 1.9390 Si 1.9910

24,001 to 120,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 120,000 gallons 4.1674 4.2268 3.9613 3.8041

3" Me te r
First 195,000 gallons $ 2.1026 $ 2.4000

Over 195,000 gallons 3.2590 3.7083
First 48,000 gallons $ 2 .1811 $ 2.2122 $ 1.9390 s 1.9910
48,001 to 240,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 240,000 gallons 4.1674 4.2268 3.9613 3.8041

4" Me te r
First 315,000 gallons $ 2.1026 S 2.4000
Over 315,000 gallons 3.2590 3.7083
First 75,000 gallons $ 2.1811 $ 2.2122 $ 1.9390 s 1.9910
75,001 to 375,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 375,000 gallons 4.1674 4.2268 3.9613 3.8041

6" M€t€I`
First 650,000 gallons $ 2.1026 $ 2.4000
Over 650,000 gallons 3.2590 3.7083
First 150,000 gallons $ 2.1811 s 2.2122 $ 1.9390 $ 1.9910

150,001 to 750,000 2.8432 2.8837 2.7223 2.5953
Over 750,000 gallons 4.1674 4.2268 3.9613 3.8041

8" Me te r
First 1 million ga llons $ 2.1026 s 2.4000
Over 1 million gallons 3.2590 3.7083
First 240,000 gallons S 2.1811 $ 2.2122 $ 1.9390 s 1.9910
240,001 to 1,200,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 1,200,000 gallons 4.1674 4.2268 3.9613 3.8041

First 1,475,000 gallons $ 2.1026 $ 2.4000
Over 1,475,000 gallons 3.2590 3.7083

IFirs t 345,000 a llows s 2.1811 $ 2.2122 SS 1.9390 $ 1.9910
345,001 to 1,725,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 1,725,000 gallons 4.1674 4.2268 3.9613 3.8041

Indus tria l
5/8" x 34" Meter

First 10,000 gallons s 1.5500 $ 2.4000
Over 10,0G0 gallons 2.4800 3.7083
A11 gallons s 2.5000 $ 2.5270 $ 2.4500 $ 2.5270

3/4" Me te r
First 10,000 gallons NT $ 2.4000

Over 10,000 gallons NT 3.7083
All ga llons $ 2.5000 s 2.5270 S 2.4500 $ 2.5270

1" Me te r
First 25,000 gallons s 1.5500 $ 2.4000
Over 25,000 gallons 2.4800 3.7083
All ga llons s 2.5000 $ 2.5270 s 2.4500 $ 2.5270

1  W' Me te r
First 55,000 gallons s 1.5500 SS 2.4000
Over 55,000 gallons 2.4800 3.7083

II
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A11 gallons $ 2.5000 $ 2.5270 $ 2.4500 $ 2.5270

2" Meter
First 95,000 gallons $ 1.5500 $ 2.4000

Over 95,000 gallons 2.4800 3.7083

A11 gallons S 2.5000 $ 2.5270 $ 2.4500 s 2.5270

3" Meter
First 195,000 gallons s 1.5500 s 2.4000

Over 195,000 gallons 2.4800 3.7083

A11 gallons $ 2.5000 $ 2.5270 s 2.4500 $ 2.5270

4" Meter
First 3 l5,000 gallons s 1.5500 s 2.4000

Over 315,000 gallons 2.4800 3.7083

A11 gallons $ 2.5000 s 2.5270 $ 2.4500 S 2.5270

6" Meter & Larger
A11 gallons $ 1.5500 s 1.7500 S 1.7000 s 1.7150 NT

6" Meter & Larger (exe. Abbott)
A11 gallons $ 1.7770 s 1.7770

Abbott
A11 gallons $ 1.3000 $ 1.3000

Construction Water
5/8" X %" Meter

First 3,000 gallons NT $ 2.1811 $ 2.2122 s 1.9390 s 1.9910

3,001 to 15,000 gallons NT 2.8432 2.8837 2.7223 2.5953

Over 15,000 gallons NT 4.1674 4.2268 3.9613 3.8041

First 10,000 gallons $ 2.4000

Over 10,000 gallons 3.7083

3/4" Meter
First 5,000 gallons NT $ 2.1811 SS 2.2122 s 1.9390 s 1.9910

5,001 to 20,000 gallons NT 2.8432 2.8837 2.7223 2.5953

Over 20,000 gallons NT 4.1674 4.2268 3.80413.9613 I

First 10,000 gallons S 2.4000

Over 10,000 gallons 3.7083

1" Meter
First 8,000 gallons NT $ 2.1811 $ 2.2122 $ 1.9390 s 1.9910

8,001 to 38,000 gallons NT 2.8432 2.8837 2.7223 2.5953

Over 38,000 gallons NT 4.1674 4.2268 3.9613 3.8041

First 25,000 gallons $ 2.4000

Over 25,000 gallons 3.7083

1 W' Meter
First 15,000 gallons NT $ 2.1811 s 2.2122 s 1.9390 $ 1.9910

15,001 to 75,000 gallons NT 2.8432 2.8837 2.7223 2.5953

Over 75,000 gallons NT 4.1674 4.2268 3.9613 3.8041

First 55,000 gallons $ 2.4000

Over 55,000 gallons 3.7083

2" Meter
First 95,000 gallons $ 2.1026 s 2.4000

Over 95,000 gallons 3.2590 3.7083

First 24,000 gallons s 2.1811 S 2.2122 $ 1.9390 $ 1.9910

24,001 to 120,000 gallons 2.8432 2.8837 2.7223 2.5953

Over 120,000 gallons 4.1674 4.2268 3.9613 3.8041

3" Meter
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First 195,000 gallons s 2.1026 s 2.4000
Over 195,000 gallons 3.2590 3.7083
First 48,000 gallons $ 2.1811 s 2.2122 s 1.9390 s 1.9910
48,001 to 240,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 240,000 gallons 4.1674 4.2268 3.9613 3.8041

4" Me te r
First 315,000 gallons $ 2.1026 $ 2.4000
Over 315 ,000 gallons 3.2590 3.7083
First 75,000 gallons $ 2.1811 $ 2.2122 $ 1.9390 s 1.9910
75,001 to 375,000 gallons 2.8432 2.8837 2.7223 2.5953
Over 375,000 gallons 4.1674 4.2268 3.9613 3.8041

6" Mete r
First 150,000 gallons NT $ 2.1811 s 2.2122 $ L9390 $ 1.9910
150,001 to 750,000 gallons NT 2.8432 2.8837 2.7223 2.5953
Over 750,000 gallons NT 4.1674 4.2268 3.9613 3.8041
First 650,000 gallons $ 2.4000
Over 650,000 gallons 3.7083

8" Mete r
First 240,000 gallons NT $ 2.1811 S 2.2122 $ 1.9390 $ 1.9910
240,001 to 1,200,000 gallons NT 2.8432 2.8837 2.7223 2.5953
Over 1,200,000 gallons NT 4.1674 4.2268 3.9613 3.8041
First 1 million ga llons as 2.4000

Over 1 million ga llons 3.7083
10" Mete r

First 345,000 gallons NT $ 2.1811 $ 2.2122 $ 1.9390 s 1.9910
345,001 to 1,725,000 gallons NT 2.8432 2.8837 2.7223 2.5953
Over 1,725,000 gallons NT 4.1674 4.2268 3.9613 3.8041
Firs t 1,475,000 gallons $ 2.4000
Over 1,475,000 gallons 3.7083

Coin Machine
I

Gallons per $0.25 109 105 103 NT 105 115
Sales for Resale

All ga llons S 1.5500 $ 2.1811 $ 2.2122 $ 2.4000 $ 1.9175 $ 1.9910
Private Fire Service

All ga llons NT NT NT NT NT NT
Public Fire  Hvdrant

A11 gallons NT NT NT NT NT NT
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Ill AARET.E
Current AWC

Re b.
RUCO
Direct

S ta ff
Dire c t

Settlement
Agreement

0 th e  Min im u m  Charsfes
Re side n tia l
5/8" X W Meter $ 23.00 $ 30.00 S 26.00 $ 28.00 $ 29.00

3/4" Me te r NT 45400 39.00 42.00 43.50

1" Mete r 57.50 75.00 65.00 70.00 72,50

1 W' Meter 115.00 150.00 130.00 140.00 145.00

2" Mete r 184.00 240.00 208.00 224.00 232.00

3" Me te r 368.00 480.00 416.00 448.00 464.00

4" Me te r 575.00 750.00 650.00 700.00 725.00

6" Me te r 1,150.00 1,500.00 1,300.00 1,400.00 1,450.00
8" Me te r 1,840.00 2,400.00 2,080.00 2,240.00 2,320.00

l0" Mete r 2,645.00 3,450.00 2,990.00 3,220.00 3,335.00

Comm e rcia l.  Indus tria l
5/8" X %" Meter $ 23.00 s 35.00 $ 26.00 s 31.36 $ 35.00

3/4" Me te r NT 52.50 39.00 47.04 52.50

1" Mete r 57.50 87.50 65.00 78.40 87.50

1 W' Meter 115.00 175.00 130.00 156.80 175.00

2" Me te r 184.00 280.00 208.00 250.88 280.00

3" Mete r 368.00 560.00 416.00 501.76 560.00

4" Me te r 575.00 875.00 650.00 784.00 875.00

6" Mete r 1,150.00 1,750.00 1,300.00 1,568.00 1,750.00
8" Meter 1,840.00 2,800.00 2,080.00 2,508.80 2,800.00
10" Mete r 2,645.00 4,025.00 2,990.00 3,606.40 4,025.00
Construction Water

NT
I5/8" x %" Meter 25.00S $ 26.00 24.64s 25.008

3/4" Meter NT 37.50 39.00 36.96 37.50

1" Mete r NT 62.50 65.00 61.60 62.50

1 W' Meter NT 125.00 130.00 123.20 125.00

2" Mete r 184.00 200.00 208.00 197.12 200.00

3" Me te r 368.00 400.00 416.00 394.24 400.00

4" Me te r 575.00 625.00 650.00 616.00 625.00

6" Mete r NT 1,250.00 1,300.00 1,232.00 1,250.00
8" Meter NT 2,000.00 2,080.00 1,971.20 2,000.00
10" Meter NT 2,875.00 2,990.00 2,833.60 2,875.00
S a le s  for Re s a le
5/8" X %" Meter s 23.00 S 25.00 s 26.00 s 24.64 $ 25.00

3/4"  Me te r N T 37.50 39.00 36.96 37.50

1" Mete r 57.50 62.50 65.00 61.60 62.50

1 W' Meter 115.00 125.00 130.00 123.20 125.00

2" Me te r 184.00 200.00 208.00 197.12 200.00

3" Mete r 368.00 400.00 416.00 394.24 400.00

4" Mete r 575.00 625.00 650.00 616.00 625.00

6" Mete r 1,150.00 1,250.00 1,300.00 1,232.00 1,250.00

8" Mete r 1,840.00 2,000.00 2,080.00 1,971.20 2,000.00
10" Meter 2,645.00 2,875.00 2,990.00 2,833.60 2,875.00

P riva te  Fire
All Sizes s 25.00 SS 35.00 $35.00 $ 31.36 SS 35.00
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P ublic  Fire s  Hvdra nt
All S ize s NT NT NT NT NT
Commoditv Rates
Re s ide ntia l
5/8" x %" Meter

Firs t 5,000 ga llons $ 1.8000 s 2.0338
I5,001 to 15,000 a llows 3.0000 3.3896

Ove r 15,000 ga llons 5.1664 5.8374
Firs t 3,000 ga llons $ 2.3012 s 1.9150 $ 2.0810
3,001 to 10,000 ga llons 3.3771 2.7700 3.0541

»
Q10,001 to 30,000 allows 4.4531 4.4090 4.0271

Ove r 30,000 ga llons 6.6049 6.2400 5.9731
3/4" Me te r

Firs t 5,000 ga llons s 2.0338
5,001 to 15,000 ga llons 3.3896
Over 15,000 gallons 5.8374
Firs t 5,000 ga llons s 2.3012 $ 1.9150 S 2.0810
5,001 to 15,000 gallons 3.3771 2.7700 3.0541
15,001 to 30,000 ga llons 4.4531 4.4090 4.0271
Ove r 30,000 ga llons 6.6049 6.2400 5.9731

1" Me te r
Firs t 25,000 ga llons s 3.0000 S 3.3896
Ove r 25,000 ga llons 5.1664 5.8374
Firs t 8,000 ga llons $ 3.3771 S 2.7700 S 3.0541
8,001 to 20,000 ga llons 4.4531 4.4090 4.0271
Over 20,000 gallons 6.6049 6.2400 5.9731

1 W' Me te r
I
QFirst 50,000 allows s 3.0000 $ 3.3896

Over 50,000 gallons 5.1664 5.8374
Firs t 15,000 ga llons 3.3771$ 2.7700s 3.0541s

I
v15,001 to 35,000 allows 4.4531 4.4090 4.0271

l
vOve r 35,000 a llows 6.6049 6.2400 5.9731

;"Meter
Firs t 80,000 ga llons s 3.0000 $ 3.3896

1
-Ove r 80,000 a llows 5.1664 5.8374

Firs t 24,000 ga llons $ 3.3771 S 2.7700 $ 3.0541
\24,001 to 60,000 allows 4.4531 4.4090 4.0271

D
QOve r 60,000 a llows 6.6049 6.2400 5.9731

3" Me te r
Firs t 160,000 ga llons $ 3.0000 S 3.3896

•
_Ove r 160,000 a llows 5.1664 5.8374

Firs t 48 ,000 a llows S 3.3771 $ 2.7700 $ 3.0541
Q48,001 to 120,000 allows 4.4531 4.4090 4.0271

IOve r 120,000 a llows 6.6049 6.2400 5.9731
4" Meter

Firs t 250,000 ga llons $ 3.0000 $ 3.3896
IOve r 250,000 a llows 5.1664 5.8374

•
-Firs t 75 ,000 a llows s 3.3771 S 2.7700 s 3.0541

175,001 to  200,000 a llows 4.4531 4.4090 4.02.71
O
_Ove r 200,000 a llows 6.6049 6.2400 5.9731

6" Meter
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Firs t 500,000 ga llons $ 3.0000 S 3.3896
Ove r 500,000 ga llons 5.1664 5.8374
Firs t 150,000 ga llons s 3.3771 s 2.7700 $ 3.0541
150,001 to 425,000 ga llons 4.4531 4.4090 4.0271
Over 425,000 gallons 6.6049 6.2400 5.9731

8" Me te r
Firs t 800,000 ga llons $ 3.0000 S 3.3896
Over 800,000 gallons 5.1664 5.8374
Firs t 240,000 ga llons s 3.3771 $ 2.7700 $ 3.0541
240,001 to 800,000 gallons 4.4531 4.4090 4.0271
Ove r 800,000 ga llons 6.6049 6.2400 5.9731

10" Me te r
Firs t 1,150,000 ga llons s 3.0000 s 3.3896
Ove r 1,150,000 ga llons 5.1664 5.8374
Firs t 345,000 ga llons $ 3.3771 s 2.7700 S 3.0541
345,001 to 1,150,000 ga llons 4.4531 4.4090 4.0271
Ove r 1,150,000 ga llons 6.6049 6.2400 5.9731

Commercia l. Construction Wate r
5/8" X W Me te r

Firs t 10,000 ga llons $ 3.0000 $ 3.3896
Ove r 10,000 ga llons 5.1664 5.8374
Firs t 5,000 ga llons $ 3.3771 EB 2.7700 s 3.0541

|
Q5,001 to 20,000 allows 4.4531 4.4090 4.0271

Ove r 20,000 ga llons 6.6049 6.2400 5.9731

3/4" Me te r
Firs t 10,000 ga llons NT $ 3.3896
Ove r 10,000 ga llons NT 5.8374
Firs t 8,000 ga llons s 3.3771 s 2.7700 $ 3.0541

18,001 to 25,000 allows 4.4531 4.4090 4.0271
Qve r 25,900 ga llons 6.6049

I

5.97316.2400
1" Me te r

_Firs t 20 ,000 a llows S 3.0000 $ 3.3896
Ove r 20,000 ga llons 5.1664 5.8374
Firs t 13,000 ga llons s 3.3771 S 2.7700 s 3.0541

•
-13,001 to 35,000 a llows 4.4531 4.4090 4.0271

Ove r 35,000 ga llons 6.6049 6.2400 5.9731
1 Me te rW '

Firs t 45,000 ga llons $ 3.0000 $ 3.3896
Over 45,000 gallons 5.1664 5.8374
First 25,000 gallons s 3.3771 $ 2.7700 $ 3.0541

I
_25,001 to 50,000 allows 4.4531 4.4090 4.0271

IOver 50,000 allows 6.6049 6.2400 5.9731
2" Me te r

•First 75,000 allows $ 3.0000 $ 3.3896
Over 75,000 gallons 5.1664 5.8374
Firs t 40,000 ga llons $ 3.3771 $ 2.7700 $ 3.0541

I40,001 to 75,000 allows 4.4531 4.4090 4.0271
Over 75,000 gallons 6.6049 6.2400 5.9731

3" Me te r
O
QFirst 155,000 allows $ 3.0000 $ 3.3896

I
_Ove r 155,000 a llows 5.1664 5.8374
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Firs t 80,000 ga llons s 3.3771 $ 2.7700 S 3.0541
I80,001 to 150,000 allows 4.4531 4.4090 4.0271

Ove r 150,000 ga llons 6.6049 6.2400 5.9731

4" Me te r
Firs t 245,000 ga llons $ 3.0000 $ 3.3896
Over 245,000 gallons 5.1664 5.8374
Firs t 125,000 ga llons $ 3.3771 33 2.7700 $ 3.0541

s
4 .125,001 to  240,000 a llows 4.4531 4.4090 4.0271

Ove r 240,000 ga llons 6.6049 6.2400 5.9731

6" Me te r
Firs t 500,000 ga llons $ 3.0000 S 3.3896
Ove r 500,000 ga llons 5.1664 5.8374
F irs t 250 ,000  a llows $ 3.3771 s 2.7700 s 3.0541

-250,001  to  1  m illion  a llows 4.4531 4.4090 4.0271
O ve r l m illion  ga llons 6.6049 6.2400 5.9731

8" Me te r
Firs t 800,000 ga llons s 3.0000 $ 3.3896
Over 800,000 gallons 5.1664 5.8374
Firs t 400,000 ga llons $ 3.3771 $ 2.7700 s 3.0541

I
_400,001 to 1,600,000 allows 4.4531 4.4090 4.0271

Ove r 1,600,000 ga llons 6.6049 6.2400 5.9731

10" Me te r
Firs t 1,150,000 ga llons $ 3.0000 S 3.3896
Ove r 1,150,000 ga llons 5.1664 5.8374
Firs t 575,000 ga llons S 3.3771 s 2.7700 $ 3.0541

I
Q575,001 to 2,300,000 allows 4.4531 4.4090 4.0271

Over 2,300,000 gallons 6.6049 6.2400 5.9731

Indus tria l
5/8" X m" Me te r

First 1 G,0G0 gallons 3.0000S 3.38968;
Ove r 10,000 ga llons 5.1664 5.8374
All ga llons s 4.4531 $ 4.4090 $ 4.0271

3/4" Me te r
Firs t 10,000 ga llons NT $ 3.3896
Ove r 10,000 ga llons NT 5.8374
A11 gallons $ 4.4531 s 4.4090 $ 4.0271

1" Me te r
First 20,000 gallons $ 3.0000 s 3.3896
Ove r 20,000 ga llons 5.1664 5.8374
A11 gallons $ 4.4531 $ 4.4090 s 4.0271

1 Me te r
I
_F irs t 45 ,000  a llows 39 3.0000 s 3.3896

Over 45,000 gallons 5.1664 5.8374
A11 gallons s 4.4531 $ 4.4090 s 4.0271

2" Mete r
Firs t 75,000 ga llons $ 3.0000 S 3.3896
Over 75,000 gallons 5.1664 5.8374
All ga llons $ 4.4531 $ 4.4090 S 4.0271

3" Me te r
Firs t 155,000 ga llons $ 3.0000 $ 3.3896

•O ve r 155 ,000  a llows 5.1664 5.8374
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All ga llons s 4.4531 $ 4.4090 $ 4.0271
4" Me te r

Firs t 245,000 ga llons $ 3.0000 $ 3.3896
Over 245,000 gallons 5.1664 5.8374
A11 ga llons $ 4.4531 $ 4.4090 $ 4.0271

6" Me te r & La rge r
A11 ga lloI'ls s 3.0000 s 3.5000 S 3.3896 $ 3.5394 $ 3.5000

S a le s  for Re sa le
A11 me te rs  & a ll ga llons $ 3.0000 $ 3.3771 s 3.3896 s 2.7700 s 3.0541

Private Fire Service
A11 ga llons NT NT NT NT N T

Public Fire  Hydrant
All ga llons N T NT NT NT NT
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A a .

Current AWC
Re b .

RUCO
Direc t

S ta ff
Dire c t

Settlement
Agreement

M on th lv Min imu m Ch a r e s
Re side n tia l
5/8" x %" Me te r S 25.00 s 28.00 $ 26.62 $ 26.93 $ 28.00

3/4" Me te r NT 42.00 39.93 40.40 42.00

1" Meter 62.50 70.00 66.55 67.33 70.00

1 W' Meter 125.00 140.00 133.10 134.65 140.00

2" Meter 200.00 224.00 212.96 215.44 224.00

3" Meter 400.00 448.00 425.92 430.88 448.00

4" Meter 625.00 700.00 665.50 673.25 700.00

6" Meter 1,250.00 1,400.00 1,331.00 1,346.50 1,400.00
8" Meter 2,000.00 2,240.00 2,129.60 2,154.40 2,240.00

10" Meter 2,875.00 3,220.00 3,061.30 3,096.95 3,220.00
Co mme rcia l, S a le s  for Re sa le

.5/8" x %" Me te r s 25.00 $ 33.00 s 26.62 s 31.74 s 33.00

3/4" Meter NT 49.50 39.93 47.61 49.50

1" Meter 62.50 82.50 66.55 79.35 82.50

1 W' Meter 125.00 165.00 133.10 158.69 165.00

2" Meter 200.00 264.00 212.96 253.91 264.00

3" Meter 400.00 528.00 425.92 507.82 528.00

4" Meter 625.00 825.00 665.50 793.47 825.00

6" Meter 1,250.00 1,650.00 1,331.00 1,586.95 1,650.00

8" Meter 2,000.00 2,640.00 2,129.60 2,539.11 2,640.00
10" Me te r 2,875.00 3,795.00 3,061.30 3,649.98 3,795.00
In dus tnla l
5/8" x %" Meter s 25.00 $ 35.00 S 26.62 $ 33.66 S 35.00

3/4" Meter NT 52.50 39.93 50.49 52.50

1" Meter 62.50 87.50 66.55 84.16 87.50

1 W' Meter 125.00 175.00 133.10 168.31 175.00

2" Meter 200.00 280.00 212.96 269.30 280.00

3" Meter 400.00 560.00 425.92 538.60 560.00

4" Meter 625.00 875.00 665.50 841.56 875.00

6" Meter 1,250.00 1,750.00 1,331.00 1,683.13 1,750.00

8" Meter 2,000.00 2,800.00 2,129.60 2,693.00 2,800.00
10" Meter 2,875.00 4,025.00 3,061.30 3,871.19 4,025.00
Construction Water
5/8" x %" Meter NT $ 33.00 S 26.62 $ 31.74 s 33.00

3 /4" Me te r NT 49.50 39.93 47.61 49.50

1" Meter NT 82.50 66.55 79.35 82.50

1 Me te r NT 165.00 133.10 158.69 165.00

2" Meter s 200.00 264.00 212.96 253.91 264.00

3" Meter 400.00 528.00 425.92 507.82 528.00

4" Meter 625.00 825.00 665.50 793.47 825.00

6" Meter NT 1,650.00 1,331.00 1,586.95 1,650.00
8" Meter NT 2,640.00 2,129.60 2,539.11 2,640.00

10" Meter NT 3,795.00 3,061.30 3,649.98 3,795.00
P riva te  F ire
All S ize s s 25.00 s 35.00 $ 35.00 s 33.66 s 35.00
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P ublic Fire  Hvdra nt
A11 Sizes NT NT NT NT NT
Coin Machine NT NT NT NT NT

I Edi Rates0

Re s ide ntia l
5/8" X %" Meter

First 3,000 gallons s 3.3617 s 3.5796
3,001 to 10,000 gallons 5.9502 6.3359
Ove r 10,000 ga llons 9.2228 9.8206
Firs t 2,000 ga llons $ 4.5063 s 4.1650 s 3.9210

2,001 to 5,000 gallons 6.4705 5.6650 5.6300

5,001 to 10,000 gallons 8.4347 7.3100 7.3391

Ove r 10,000 ga llons 12.3630 10.5930 10.7572

3/4" Meter
Firs t 3,000 ga llons NT $ 3.5796
3,001 to 10,000 gallons NT 6.3359
Over 10,000 gallons NT 9.8206
Firs t 3,000 ga llons $ 4.5063 S 4.1650 s 3.9210

3,001 to 7,000 ga llons 6.4705 5.6650 5.6300

7,001 to 11,000 ga llons 8.4347 7.3100 7.3391

Ove r 11,000 ga llons 12.3630 10.5930 10.7572

1" Me te r
Firs t 15,000 ga llons $ 5.9502 $ 6.3359
Over 15,000 gallons 9.2228 9.8206
Firs t 5,000 ga llons s 6.4705 s 5.6650 $ 5.6300

5,001 to 13,000 gallons 8.4347 7.3100 7.3391

Ove r 13,000 ga llons 12.3630 10.5930 10.7572

1 W' Me te r
Firs t 30,000 ga llons 5.9502a~

J $ 6.3359
Over 30,000 gallons 9.2228 9.8206
Firs t 10,000 ga llons $ 6.4705 $ 5.6650 S 5.6300

10,001 to 25,000 a llows 8.4347 7.3100 7.3391

Over 25,000 gallons 12.3630 10.5930 10.7572

2" Me te r
Firs t 50,000 ga llons $ 5.9502 S 6.3359
Over50,000 gallons 9.2228 9.8206
Firs t 16,000 ga llons $ 6.4705 $ 5.6650 s 5.6300

116,001 to 40,000 allows 8.4347 7.3100 7.3391

Over 40,000 gallons 12.3630 10.5930 10.7572

3" Me te r
Firs t 100,000 ga llons $ 5.9502 S 6.3359
Over 100,000 gallons 9.2228 9.8206
Firs t 32,000 ga llons s 6.4705 s 5.6650 $ 5.6300

32,001 to 80,000 gallons 8.4347 7.3100 7.3391

Ove r 80,000 ga llons 12.3630 10.5930 10.7572

4" Me te r
Firs t 150,000 ga llons s 5.9502 $ 6.3359
Ove r 150,000 ga llons 9.2228 9.8206
Firs t 50,000 ga llons S 6.4705 $ 5.6650 s 5.6300

I
»50,001 to 125,000 allows 8.4347 7.3100 7.3391

DOCKET no. W-01445A-15-0277
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Ove r 125,000 ga llons 12.3630 10.5930 10.7572

6" Me te r
Firs t 300,000 ga llons $ 6.3359
Over 300,000 gallons 9.8206
Firs t 330,000 ga llons s 5.9502
Over 330,000 gallons 9.2228
Firs t 100,000 ga llons $ 6.4705 $ 5.6650 $ 5.6300

I
_100,001 to 250,000 allows 8.4347 7.3100 7.3391

Ove r 250,000 ga llons 12.3630 10.5930 10.7572

8" Me te r
Firs t 525,000 ga llons $ 5.9502 s 6.3359
Ove r 525,000 ga llons 9.2228 9.8206

1Firs t 160,000 a llows S 6.4705 $ 5.6650 $ 5.6300

»160,001 to 400,000 a llows 8.4347 7.3100 7.3391
o
-Over 400,000 allows 12.3630 10.5930 10.7572

10" Me te r
Firs t 775,000 ga llons $ 5.9502 $ 6.3359

\Ove r 775,000 a llows 9.2228 9.8206
Firs t 230,000 ga llons $ 6.4705 S 5.6650 s 5.6300

|
_230,001 to 575,000 a llows 8.4347 7.3100 7.3391

I
-Over 575,000 allows 12.3630 10.5930 10.7572

Comme rcia l
5/8" x %" Meter

Firs t 10,000 ga llons EB 5.9502 s 6.3359
Ove r 10,000 ga llons 9.2228 9.8206
Firs t 2,000 ga llons $ 6.4705 S 5.6650 S 5.6300

0
-2,001 to 18,000 allows 8.4347 7.3100 7.3391

\
_Ove r 18,000 a llows 12.3630 10.5930 10.7572

3/4" Me te r
Firs t 10,000 ga llons NT 6.3359s
Ove r 10,000 ga llons NT 9.8206
Firs t 3,000 ga llons $ 6.4705 s 5.6650 $ 5.6300

1
_3,001 to 20,000 allows 8.4347 7.3100 7.3391

Ove r 20,000 ga llons 12.3630 10.5930 10.7572

1" Me te r
I
_Firs t 15 ,000 a llows $ 5.9502 s 6.3359
o
-Over 15,000 allows 9.2228 9.8206

Firs t 5,000 ga llons $ 6.4705 s 5.6650 $ 5.6300
|
»5,001 to 25,000 allows 8.4347 7.3100 7.3391

Ove r 25,000 ga llons 12.3630 10.5930 10.7572
1 Me te r

Firs t 30,000 ga llons SO 5.9502 $ 6.3359
Ove r 30,000 ga llons 9.2228 9.8206
Firs t 10,000 ga llons s 6.4705 $ 5.6650 s 5.6300

0
_10,001 to  40,000 a llows 8.4347 7.3100 7.3391

Ove r 40,000 ga llons 12.3630 10.5930 10.7572

2" Me te r
F irs t 50 ,000  a llows s 5.9502 $ 6.3359

s
_Ove r 50,000 a llows 9.2228 9.8206
4F irs t 16 ,000  a llows s 6.4705 $ 5.6650 s 5.6300

•16,001 to 60,000 allows 8.4347 7.3100 7.3391

DO CKE T no .  W -01445A-15-0277
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Over 60,000 gallons 12.3630 10.5930 10.7572

3" Me te r
Firs t 100,000 ga llons $ 5.9502 $ 6.3359

Ove r 100,000 ga llons 9.2228 9.8206

Firs t 32,000 ga llons $ 6.4705 s 5.6650 s 5.6300
0
_32,001 to 120,000 a llows 8.4347 7.3100 7.3391

Ove r 120,000 ga llons 12.3630 10.5930 10.7572

4" Me te r
Firs t 150,000 ga llons $ 5.9502 $ 6.3359

Ove r 150,000 ga llons 9.2228 9.8206

First 50,000 gallons s 6.4705 $ 5.6650 $ 5.6300
|50,001 to 185,000 allows 8.4347 7.3100 7.3391

Ove r 185,000 ga llons 12.3630 10.5930 10.7572

6" Me te r
Firs t 330,000 ga llons $ 5.9502 s 6.3359

Over330,000 gallons 9.2228 9.8206

Firs t 100,000 ga llons s 6.4705 s 5.6650 $ 5.6300
I
»100,001 to 300,000 allows 8.4347 7.3100 7.3391

Over 300,000 gallons 12.3630 10.5930 10.7572

8" Me te r
Firs t 525,000 ga llons s 5.9502 $ 6.3359

Ove r 525,000 ga llons 9.2228 9.8206

Firs t 160,000 ga llons S 6.4705 $ 5.6650 S 5.6300
I160,001 to 500,000 allows 8.4347 7.3100 7.3391

Ove r 500,000 ga llons 12.3630 10.5930 10.7572

10" Me te r
Firs t 775,000 ga llons s 5.9502 s 6.3359

Over 775,000 gallons 9.2228 9.8206

Firs t 230,000 ga llons $ 6.4705 $ 5.6650 S 5.6300

Ove r 750,000 ga llons 12.3630 10.5930 10.7572

In dus tria l
5/8" x %" Meter

Firs t 10,000 ga llons $ 5.9502 $ 6.3359

Ove r 10,000 ga llons 9.2228 9.8206

A11 gallons $ 8.4347 s 7.3100 $ 7.3391

3/4" Me te r
Firs t 10,000 ga llons NT $ 6.3359

Ove r 10,000 ga llons NT 9.8206

A11 gallons $ 8.4347 s 7.3100 s 7.3391

1" Me te r
Firs t 15,000 ga llons S 5.9502 $ 6.3359

©ver 15,000 gallons 9.2228 9.8206

A11 gallons $ 8.4347 $ 7.3100 s 7.3391

1 W' Me te r
Firs t 30,000 ga llons s 5.9502 $ 6.3359

Over 30,000 gallons 9.2228 9.8206

All ga llons S 8.4347 $ 7.3100 s 7.3391

2" Me te r
Firs t 50,000 ga llons S 5.9502 S 6.3359

Over 50,000 gallons 9.2228 9.8206

I
9230,001 to 750,000 allows 8.4347
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A11 ga llons $ 8.4347 s 7.3100 S 7.3391
3" Me te r

Firs t 100,000 ga llons $ 5.9502 $ 6.3359
Ove r 100,000 ga llons 9.2228 9.8206
All ga llons so 8.4347 s 7.3100 s 7.3391

4" Me te r
Firs t 150,000 ga llons $ 5.9502 $ 6.3359
Ove r 150,000 ga llons 9.2228 9.8206
A11 gallons $ 8.4347 $ 7.3100 s 7.3391

6" Me te r & La rge r
A11 ga llons S 5.9502 $ 2.2500 $ 6.3359 $ 1.9968 S 2.2500

Construction Water
5/8" x 3/" Meter

Firs t 10,000 ga llons NT $ 6.3359
Ove r 10,000 ga llons NT 9.8206
Firs t 2,000 ga llons $ 6.4705 s 5.6650 s 5.6300
2,001 to 18,000 ga llons 8.4347 7.3100 7.3391
Ove r 18,000 ga llons 12.3630 10.5930 10.7572

3/4" Me te r
Firs t 10,000 ga llons NT $ 6.3359
Ove r 10,000 ga llons NT 9.8206
Firs t 3,000 ga llons $ 6.4705 $ 5.6650 EB 5.6300

3,001 to 20,000 gallons 8.4347 7.3100 7.3391
Ove r 20,000 ga llons 12.3630 10.5930 10.7572

1" Me te r
Firs t 30,000 ga llons NT $ 6.3359
Ove r 30,000 ga llons NT 9.8206
Firs t 5,000 ga llons s 6.4705 s 5.6650 $ 5.6300
5,001 to 25,000 gallons 8.4347 7.3100 7.3391
Over 25,000 gallons 12.3630 10.5930 10.7572

W '1 Me te r
Firs t 50,000 ga llons NT $ 6.3359
Ove r 50,000 ga llons NT 9.8206
Firs t 10,000 ga llons s 6.4705 $ 5.6650 $ 5.6300
10,001 to 40,000 ga llons 8.4347 7.3100 7.3391
Over 40,000 gallons 12.3630 10.5930 19.7572

2" Me te r
Firs t 50,000 ga llons $ 5.9502 S 6.3359
Over 50,000 gallons 9.2228 9.8206
Firs t 16,000 ga llons s 6.4705 $ 5.6650 $ 5.6300
16,001 to 60,000 ga llons 8.4347 7.3100 7.3391

IO ve r 60 ,000  a llows 12.3630 10.5930 10.7572
3" Me te r

Firs t 100,000 ga llons s 5.9502 S 6.3359
Over 100,000 gallons 9.2228 9.8206
Firs t 32,000 ga llons s 6.4705 s 5.6650 EB 5.6300

I32,001 to 120,000 allows 8.4347 7.3100 7.3391
Ove r 120,000 ga llons 12.3630 10.5930 10.7572

4" Me te r
Firs t 150,000 ga llons S 5.9502 s 6.3359
Over 150,000 gallons 9.2228 9.8206
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Firs t 50,000 ga llons s 6.4705 $ 5.6650 s 5.6300

50,001 to 185,000 ga llons 8.4347 7.3100 7.3391

Ove r 185,000 ga llons 12.3630 10.5930 10.7572

6" Me te r
Firs t 330,000 ga llons NT s 6.3359
Ove r 330,000 ga llons NT 9.8206

Firs t 100,000 ga llons 8 6.4705 s 5.6650 $ 5.6300

100,001 to 300,000 gallons 8.4347 7.3100 7.3391
Ove r 300,000 ga llons 12.3630 10.5930 10.7572

8" Me te r
Firs t 525,000 ga llons NT s 6.3359
Ove r 525,000 ga llons NT 9.8206

Firs t 160,000 ga llons $ 6.4705 s 5.6650 S 5.6300
|160,001 to 500,000 allows 8.4347 7.3100 7.3391

Over 500,000 gallons 12.3630 10.5930 10.7572

10" Me te r
Firs t 775,000 ga llons NT $ 6.3359
Ove r 775,000 ga llons NT 9.8206
Firs t 230,000 ga llons $ 6.4705 $ 5.6650 s 5.6300

I
-230,001 to 750,000 allows 8.4347 7.3100 7.3391

Over 750,000 gallons 12.3630 10.5930 10.7572

S a le s  for Resa le
A11 me te rs  & a ll ga llons $ 5.9502 $ 6.4705 $ 6.3359 s 5.6650 s 5.6300

Private Fire Service
All gallons NT N T NT NT NT

Public Fire Hvdrant
All ga llons NT N T NT NT NT

Coin Machine
Gallons per $0.25 38 35 NT NT 4 1
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Service L'me & Meter Installation Charges
Cu rre n t AWC Rebuttal, Staff Recommended, &

Settlement Agreement
Me te r Size Service  Line* Meter Tota l Service  Line** Me te r Tota l*

$  155 $ 600 $ 5655/8" Meter S 445 Actua l Cost Varies
3/4" Me te r N T NT NT 565 Actual Cost Varies

1" Mete r 495 315 810 629 Actua l Cost Varies

1 l/2" Me te r N T NT NT 699 Actua l Cost Varies

2" Turbine 830 1,045 1,875 1,054 Actua l Cost Varies

2" Compound 830 1,890 2,720 1,054 Actua l Cost Varies

3" Turbine Actua l Cost Actual Cost Actua l Cost Actual Cost Actua l Cost Actual Cost
3" Compound Actua l Cost Actual Cost Actua l Cost Actual Cost A011181 Cos t Actual Cost
4" Turbine Actual Cost Actual Cost Actual Cost Actual Cost Actua l Cost Actual Cost
4" Compound Actua l Cost Actual Cost Actua l Cost Actual Cost Actuals Cost Actual Cost
6" Turbine Actua l Cost Actual Cost Actua l Cost Actual Cost Actua l Cost Actual Cost
6" Compound Actual Cost Actual Cost Actua l Cost Actual Cost Actual Cost Actual Cost
8" Turbine Actua l Cost Actual Cost Actua l Cost Actual Cost Actua l Cost Actual Cost
8" Compound Actua l Cost Actual Cost Actua l Cost Actual Cost Actua l Cost Actual Cost
10" Turbine Actua l Cost Actual Cost Actua l Cost Actual Cost Actua l Cost Actual Cost
10" Compound Actua l Cost Actual Cost Actlll2I1 Cost Actual Cost Actua l Cost Actual Cost

*

* *

Actual cost of service  line  if boring under roadway is required.
Actual cost of service  line  if boring under, or cutting roadway/sidewalk is required.
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4 .
9L SYSTEMS

miscellaneous Service Charges
AWC Re b . & S ta ff Settlement Agreement
Recommended

Service Charges
Establishment $32.00 $32.00

'oGuaranteeD omit * *

Re conne ction for De linque nt (e a ch time ) $32.00 $32.00
Re-Establishment * * **

Returned Payment for Insufficient Funds
(each time)

$25.00 $25.00

Mete r Re -Read $25.00 $25.00

Me te r Te s t *** ***

Late  Charge, after 15 days 1.5% 1.5%
After Hours Service  Charge  A $35.00 $35.00

DOCKET no. W-01445A-15-0277

*

* *

***

A

Residentia l maximum: Two times  average  cus tomer class  bill
Non-res identia l maximum: Two and one-ha lf times  tha t cus tomer's  e s tima ted maximum
monthly bill
Eight times the  custolner's  monthly minimum charge , or payment of the  minimums s ince
disconnection, whichever is  less .
No charge  for the  firs t test, for the  second test for the  same customer within any twelve  (12)
month period, $25.00, or actua l time and materia l, whichever is  grea ter
After Hours means after regular worldng hours, on Saturday or Sunday, or on a  holiday.
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DOUG LITTLE - CHAIRMAN
BOB STUMP
BOB BURNS
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ANDY TOBIN
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7 DOCKET no. W-01445A-15-0277

8

9 NCTICE OF FILING OF
SETTLEMENT AGREEMENT

1 0

11

IN THE MATTER OF THE APPLICATION OF
ARIZONA WATER -COMPANY, AN
ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS UTILITY PLANT AND PROPERTY, AND
FOR ADJUSTMENTS TO ITS RATES AND
CHARGES FOR UTILITY SERVICE
FURNISHED BY ITS WESTERN GROUP
AND FOR CERTAIN RELATED
APPROVALS.

12

13

1 4

.15

1 6

The Utilities Division ("StafF') of the Arizona Corporation Commission ("Commission"), on

behalf of the Signatory Parties to the Settlement Agreement ("Agreement"),  hereby tiles the

Agreement in compliance with the filing deadline of May 6, 2016, set by the Administrative Law

Judge.

1 7 RESPECTFULLY SUBMITTED this 6th day of  _  May , 2016.

18

1 9

20

2 1

4

\ .MQQtJ¥/\4/ff
Wesley CUVan Cleve
Brian E. Smith
Attorneys, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
(602)5483402

22

23

24

25 or _day of May
Original and thirteen (13 copies of the
foregoing filed this _ _
2016, with:

>

26

27

28

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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1 Copy of the  foregoing mailed and/or emailed
this 6th da y of Ma y , 2016, to:

2
Steven A. Hirsch

3 QUARLES  BRADY
One Renaissance Square

4 Two North Ce ntra l Ave nue
Phoenix, Arizona  85004

5 Attorne ys  for Arizona  Wa te r Compa ny

7

6 E. Robert Spear, Genera l Counse l
ARIZONA WATER COMP ANY
P.O. Box 29006
Phoenix, Arizona  85038-9006

8
Joseph D. Harris , Vice President and Treasurer

9  ARIZO NA WATE R CO MP ANY
P.O. Box 29006

10 P hoe nix, Arizona  85038-9006

11

12

13

Danie l W. Pozefsky, Chie f Counse l
RES IDENTIAL UTILITY CONS UMER
SERVICES
1110 West Washington Street, Suite  220
Phoenix, Arizona  85007

14 Miche le  L. Va n Qua the m
La w Office  of Miche le  Va n Qua the m, PLLC

15 7600 North 15th Street, Suite  150-30
Phoenix, Arizona  85020

16 Attorne ys  for Abbott La bora torie s

17 Gre g P a tte rson
MUGER CHADWICK

18 916 West Adams S tree t, Suite  3
Phoenix, Arizona  85007

19 Attorne ys  for We s te rn Infra s tructure  Sus ta ina bility Effort

23

24

25

26

27

28
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ARIZONA WATER COMP ANY

WES TERN GROUP  GENERAL RATE CAS E

S ETTLEMENT AGREEMENT

Docke t No. W-01445A-15-0277
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DOCKET no. W-01445A-15-0-77

SETTLEMENT AGREEMENT

AND

LIS T OF S IGNATORY P ARTIES

The purpose of this Settlement Agreement ("Agreement") is to settle identified disputed issues
related to Docket No. W-01445A-15-0-77, Arizona Water Company's ("AWC" or "Company")
application to increase rates for its Western Group of systems as identified in its August 21, 2015
applica tion ("Rate  Case"). This  Agreement is  entered into by the  following entities , which
together comprise the entirety of die parties to this proceeding, including all interveners :

Arizona Water Company
Arizona Corporation Commission Utilities Division ("Staff")

Residential Utility Consumer Office ("RUCO")
Abbott Laboratories ("Abbott")

Western Infrastructure Sustainability Effort ("WISE")

These  entities  sha ll be  re fe rred to collective ly as  the  "Signa tory Parties ."

DECISION NO.
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DOCKET NO. W-01445A-15-0277

TERMS  AND CONDITIONS

In cons ide ra tion of the  promis e s  a nd a gre e me nts  conta ine d in this  Agre e me nt, the
Signatory Parties agree  that the  following numbered sections and subsections, including a ttached
exhibits  and schedules, comprise  the  Signatory Parties ' Agreement.

1.0 RE CITALS

1.1 Docke t No. W-01445A-l5-0277 wa s  .comme nce d by the  filing of a  notice  of
inte nt to file  a  ge ne ra l ra te  a pplica tion by AWC on July 31, 2015. AWC subse que ntly file d its
ge ne ra l ra te  a pplica tion on Augus t 21, 2015 . AWC's  ge ne ra l ra te  a pplica tion ("Applica tion")
requested a  tota l proposed revenue increase  of $6,010,408, or approximately 28.33%, and a  Fair
Value  Rate  Base  ("FVRB") of $677417,785.

1.2 Following a  sufficie ncy finding by S ta ff on Se pte mbe r 14, 2015, RUCO tile d a n
Applica tion to inte rve ne  on S e pte mbe r 15, 2015. Abbott file d a n Applica tion to Inte rve ne  on
September 30, 2015. WISE filed an Applica tion to Intervene  on December 16, 2015.

1.3 The  Adminis tra tive  La w J udge  gra nte d the  a pplica tions  to inte rve ne  file d by
RUCO, Abbott a nd WISE ("Inte rve ne rs"). No othe r pe rsons  or e ntitie s  ha ve  inte rve ne d in this
proceeding.

1.4 The  Admin is tra tive  La w J udge  s che du le d  a n  e vide n tia ry he a ring  on  the
Applica tion to commence  on May 9, 2016.

1.5 The  pa rtie s ' litiga tion pos itions  for he a ring a s s ocia te d with the  tota l propos e d
revenue increase and FVRB1, together with the amount proposed in sett1ement,2 are as follows:

Company
Sta ff
RUCO

Revenue  Increa se
$6,007,339
$3,788,915
$3,189,426

% Increase
29.16%
17.85%
14.92%

F VR B
$64,367,950
$63,874,767
$61,693,221

Agre e me nt $4,572,937 21.55% $63,422,861

1.6 The  pa rtie s ' litiga tion  pos itions  fo r he a ring  inc lude d  va rying  ra te  de s ign
proposa ls . Abbott offe red evidence  tha t the  revenue  requirement for Abbott's  6-inch nonpotable
service connection at the  Company's proposed rates was 37.62% less than current annual billings
to Abbott. Abbott re que s te d tha t its  6-inch nonpota ble  se rvice  conne ction be  re cognize d a s  a

1 Reflects  the Company's  position as  filed on 4/13/2016, in rebutta l, and Staff and RUCO's  pos ition as  filed on

3/18/2016, indirect tes timony.

2 WISE and Abbott did not advocate for a  particular amount of revenue increase or FVRB, but ra ther focused on

issues  specific to their interes ts , the resolution of which are set forth in other sections  of this  Agreement.

2
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DOCKET no. w-01445A-1:-uzn

s e pa ra te  ra te  cla s s  due  to the  unique  s e rvice  cha ra cte ris tics  a nd non-typica l cos t of s e rvice
profile .

1.7 S ta ff file d a  notice  of s e ttle me nt dis cus s ions  on April ll, 2016. The  S igna tory
Parties  were  notified of the  se ttlement discussion process , were  encouraged to participa te  in the
negotia tions , and we re  provided with an equa l opportunity to pa rticipa te . Pursuant to a  notice ,
formal se ttlement discuss ions  be tween die  S igna tory Parties  were  he ld on April 25, 2016, a t the
Commission's  offices , with a  se ttlement reached on a ll issues  in the  Ra te  Case  by the  S igna tory
Parties.

1.8 The Signatory Parties  agree  tha t the  negotia tion process undertaken in this  matter
wa s  ope n, tra nspa re nt a nd inclus ive  of a ll S igna tory P a rtie s , with e a ch such pa rty ha ving a n
e qua l opportunity to pa rticipa te . Ali S igna tory P a rtie s , including the ir couns e l a nd principa l
witnesses  and representa tives , a ttended and active ly participa ted in a ll phases  of the  se ttlement
discuss ions . This  Agreement is  a  re sult of those  mee tings  and the  S igna tory Pa rtie s ' good fa ith
e fforts  to se ttle  a ll of Me  issues  pre sented in this  Ra te  Case . A ma te ria l cons ide ra tion by AWC
in compromis ing its  pos itions  is  the  ability to quickly move  its  Applica tion to fina l de te rmina tion
by the  Commis s ion, so tha t the  ne w ra te s  a s  s e t forth in this  Agre e me nt a nd orde re d by the
Commission may be  implemented a t the  earliest possible  da te . To this  end, the  Signatory Parties
agree  to expedite  the ir e fforts  in advancing this  matter before  the  Commission consistent with the
Procedural Orders made in the Rate  Case and Commission Rules.

1.9 The purpose  of this  Agreement is  to se ttle  a ll issues presented in the  Rate  Case  in
a  manner tha t will promote  the  public inte res t, provide  for a  prompt resolution of the  issues , and
allow expeditious implementa tion of the  new ra tes  as  ordered by the  Commission.

1.10 The  Signa tory Parties  agree  tha t the  te rms of this  Agreement will se rve  the  public
inte res t by providing a  jus t and reasonable  resolution of the  issues  presented by the  Ra te  Case ,
es tablishing jus t and reasonable  ra te s  for AWC's  cus tomers , and promoting the  hea lth, we lfa re
and sa fe ty of AWC's  cus tomers . Commiss ion approva l of this  Agreement will furthe r se rve  the
public inte res t by a llowing the  S igna tory Partie s  to avoid the  expense  and de lay associa ted with
continued litiga tion.

1.11 The  S igna tory Partie s  agree  to ask the  Commiss ion to (1) find tha t the  te rms and
conditions  of this  Agre e me nt a re  jus t a nd re a sona ble  a nd in the  public inte re s t, a long with a ll
other necessary findings , and (2) approve  the  Agreement and order tha t the  Agreement and the
rates contained therein shall become effective  a t the  earliest practicable  date .

2.0 REVENUE REQUIREMENT, RATE BAS E, INCOME S TATEMENTS  AND
ADJ US TMENTS  TO S AME

2.1 For ra temaking purposes  and for the  purposes  of this  Agreement, the  S igna tory
Parties agree that:

2.2 AWC will re ce ive  a n a nnua l incre a se  in re ve nue s  of $4,572,937 for a n a nnua l
revenue  requirement of $25,789,706,
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2.3 The  FVRB, which is  de te rmine d ba se d on the  Origina l Cos t Le ss  De pre cia tion
Rate Base for purposes of this Rate Case, is $63,422,861 .

2.4 The  bre a kdown of te s t ye a r re ve nue s  of the  We s te rn Group a mong the  P e na l
Valley (Casa  Grande , Coolidge , S tanfie ld), White  Tank and Ajo sys tems is  se t forth in Schedule
A-l a ttached and incorpora ted into the  Agreement by this  re fe rence .

2.5 The  bre a kdown of FVRB of the  We s te rn Group a mong the  Pe na l Va lle y (Ca sa
Grande , Coolidge , S tanfie ld), White  Tank and Ajo sys tems is  se t forth in Schedule  B-l a ttached
and incorpora ted into the  Agreement by this  reference .

2.6 The  Pro Forma  Adjus tments  applicable  to FVRB for the  Weste rn Group and the
bre a kdown of such a djus tme nts  a mong the  P ina l Va lle y (Ca sa  Gra nde , Coolidge , S ta nfie ld),
White  Tank and Ajo systems and the  Phoenix Otlice  and Meter Shop are  se t forth in Schedule  B-
2, including its  appendix a ttached, which are  incorpora ted into the  Agreement by this  reference .

2.7 The  Adjus ted Tes t Year Opera ting Income  applicable  to the  Weste rn Group and
the  breakdown of same among the  Penal Valley (Casa  Grande, Coolidge , Stanfie ld), White  Tank
and Ago systems a re  se t forth in Schedule  C-l a ttached and incorpora ted into the  Agreement by
this  re ference .

2.8 The  Income Sta tement Pro Forma Adjustments  applicable  to the  Weste rn Group
a nd the  bre a kdown of s uch a djus tme nts  a mong the  P e na l Va lle y (Casa Grande , Coolidge ,
S ta nfie ld), White  Ta nk a nd Ago sys te ms  a re  se t forth in Sche dule  C-2, including its  a ppe ndix
attached, which are  incorporated into the  Agreement by this  reference .

2.9 The  computa tion of the  Gros s  Re ve nue  Conve rs ion Fa ctor a pplica ble  to the
We s te rn Group a nd the  bre a kdown of s uch fa ctor a mong the  P e na l Va lle y (Ca s a  Gra nde ,
Coolidge , S ta nfie ld), White  Ta nk a nd Ajo sys te ms  a re  se t forth in Sche dule  C-3 a tta che d a nd
incorpora ted into the  Agreement by this  re ference .

3.0 COS T OF CAP ITAL

3.1 For ra temaking purposes  and for the  purposes  of this  Agreement, the  S igna tory
Parties  agree  tha t an appropria te  re turn on common equity sha ll be  l0.0%, an appropria te  cost of
long~term debt sha ll be  6.82%, and tha t a  capita l s tructure  comprised of 46.31% long-te rm debt
and 53.69% common equity shall be adopted, which equates to a  weighted cost of debt of 3. 16%,
a  we ighted cos t of common equity of 5.37%, and an ove ra ll Weighted Average  Cos t of Capita l
of 8.53%, a s  s e t forth in S che dule  D-l a tta che d a nd incorpora te d into the  Agre e me nt by this
reference .

3.2 RUCO ra ise d a  conce rn in pre iile d te s timony tha t AWC's  cos t of de bt wa s  high
compared to tha t of publicly traded wa te r utilitie s  and current inte res t ra te s . For the  purposes  of
se ttlement AWC agrees  tha t going forward it will use  its  best good fa ith e fforts  to reduce  its  cost
of debt, and tha t any future  debt will be  prudently incurred under the  most reasonable  te rms and
lowest cost reasonably available .
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4.0 RATE DES IGN

4.1 For ra te rnaking purposes  and for the  purposes  of this  Agreement, the  S igna tory
Parties agree that:

4.2 The  summary of revenues  by cus tomer class ifica tion for the  Weste rn Group and
the  bre a kdown of s uch re ve nue s  by cla s s ifica tion a mong the  P e na l Va lle y (Ca s a  Gra nde ,
Coolidge , S tanfie ld), White  Tank and Ajo sys tems sha ll be  as  se t forth in Schedule  H-l a ttached
and incorporated into the  Agreement by this  reference.

4.3 The  specific revenues  by cus tomer cla ss ifica tion for the  Weste rn Group and the
breakdown of such specific revenues  by cla ss ifica tion among the  Pena l Va lley (Casa  Grande ,
Coolidge , S ta nfie ld), White  Ta nk a nd Ajo sys te ms  a re  se t forth in Sche dule  H-2 a tta che d a nd
incorpora ted into the  Agreement by this  reference .

4.4 The  s umma ry o f cha nge s  in  re p re s e n ta tive  ra te  s che du le s  by cus tome r
cla s s ifica tion for the  P ina l Va lle y (Ca s a  Gra nde , Coolidge , S ta nfie ld), White  Ta nk a nd Ago
s ys te ms  is  s e t forth in S che dule  H-3 a tta che d a nd incorpora te d into the  Agre e me nt by this
reference.

4.5 The  s umma ry o f a  typ ica l b ill a na lys is ,  s howing  impa ct on  b ills  from the
se ttlement se t forth in this  Agreement for the  Pena l Va lley (Casa  Grande , Coolidge , S tanfie ld),
White  Ta nk a nd Ajo sys te ms  is  s e t forth in S che dule  H-4 a tta che d a nd incorpora te d into the
Agreement by this reference.

4.6 Abbott Labora tories ' 6-inch nonpotable  se rvice  connection sha ll be  se rved under
a  specia l ta riffed ra te , as  se t forth in Schedule  H-3 a ttached and incorpora ted into the  Agreement
by this  re ference .

5.0 NITRATE DEFERRAL

5.1 The  S igna tory P a rtie s  a gre e  tha t AWC is  a uthorize d to de fe r its  incurre d cos ts
a ssocia ted with the  ins ta lla tion and ope ra tion of the  nitra te  tre a tment fa cilitie s  se t forth on the
a ttached Schedule . Support for a ll e lements  of these  de fe rred cos ts  sha ll be  ma inta ined by the
Company. These  deferra ls  should be  subj act to the  following ra temaking trea tment:

5. l .1 A11 costs should be recorded on AWC's books and records as incurred.

5 .1.2 An a llowa nce  for funds  use d during cons truction ("AFUDC") should be
re corde d during cons truction in the  ordina ry a nd cus toma ry ma nne r for s uch cons truction
projects .

5.1.3 AWC sha ll deprecia te  the  nitra te  trea tment plant additions  a t the  current
Commission approved deprecia tion ra tes.

5.1.4 AWC sha ll de fe r the  deprecia tion expense , cos t of media  replacement or
regeneration, cost of chemicals, and waste  media  disposal for these  facilities once they are  placed
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in se rvice  and opera ting, and may record post-in se rvice  AFUDC for considera tion of recovery in
AWC's next Western Group rate  case. Such deferred cost shall be recorded as a  regulatory asset.

5.1.5 The  S igna tory pa rtie s  a cknowle dge  tha t the  cos t of cons tructing a nd
ope ra ting the se  nitra te  tre a tme nt fa cilitie s  ca n only be  e s tima te d a t this  time . The  S igna tory
parties  agree  tha t the  actua l, tota l amount of deferred costs , including deprecia tion expense , the
cost of media  replacement or regenera tion, cost of chemicals , waste  media  disposal, and post in-
service  AFUDC, sha ll not exceed $21,738,368

6.0 OTHER S ETTLEMENT IS S UES

6.1 The  S igna tory P a rtie s  a gre e  to a  ra te  ca s e  e xpe ns e  a mount for AWC of $360,000
to be  a mortize d ove r thre e  (3) ye a rs  a s  s hown on S che dule  C-2 S e ttle me nt Appe ndix, pa ge  3 of

16.

6.2 The  S igna to ry P a rtie s  a ge e tha t AWC ma y de fe r ta nk ma in te na nc e  c os ts  fo r
pos s ible  re cove ry in a  future  ra te  ca s e , a nd tha t AWC is  a uthorize d to re cord s uch de fe rra l of
cos ts . Furthe r AWC s ha ll ke e p a nd ma inta in a de qua te  re cords  to s upport the  de fe rre d cos ts .

6.3 The  S igna tory P a rtie s  a gre e  on  AWC's  p ropos a l to  con tinue  its  Ars e n ic  Cos t
Re cove ry Me cha nis m ("AcRlvl"). AWC's  Ge ne ra l S e rvice  Ta riff s ha ll be  a me nde d to  provide
limite d  e xce ptions  to  the  ACRM s urcha rge  to  e xc lude  Abbott La bora torie s ' de dica te d  6-inch
s e rvice  conne ction from the  ca lcula tion a nd a pplica tion of the  s urcha rge .

6.4 The Signatory Parties agree  that the  deferra l period on the  used and useful portion
of the  de fe rred M&I Centra l Arizona  P roject ("CAP") wa te r cha rges  is  extended from twenty to
twenty five  years as shown on Schedule  C-2 Settlement Appendix, page 6 of 16.

6.5 The  S igna tory P a rtie s  a gre e  tha t AWC s ha ll file  a  pla n of a dminis tra tion for its
CAP  s urcha rge  within 90 da ys  of a  de cis ion in this  ma tte r for re vie w a nd a pprova l by S ta ff.

6.6 Th e  S ig n a to ry P a rtie s  a g re e  th a t AWC s h a ll c o n ve rt its  Un ifo rm  S ys te m  o f
Ac c o u n ts  ("US OA") to  th e  1 9 9 6  ve rs io n  o f th e  Na tio n a l As s o c ia tio n  o f Re g u la to ry Utility
Commis s ione rs ' ("NARUC") US OA, bu t will con tinue  us ing  the  curre n t ve rs ion  un til tiling  a
ra te  case  tha t uses  a  2017 or la te r te s t yea r.

6.7 AWC's  ne xt We s te rn  Group ge ne ra l ra te  ca s e  filing , or ra te  ca s e  tile d  for a ny
individua l s ys te m of the  We s te rn Group, s ha ll us e  a  te s t ye a r including a t le a s t twe lve  months  of
actua l expe rience  with the  ra te s  approved in this  Ra te  Cas e .

6.8 AWC  a g re e s  to  b e g in  re c o rd in g  its  a c c u m u la te d  d e p re c ia tio n  re s e rve  b y
in d ivid u a l u tility p la n t a c c o u n t. In  a d d itio n ,  AWC  a g re e s  to  c o n d u c t a  c o m p re h e n s ive
de pre c ia tion  s tudy in  orde r to  de ve lop  a  re a s ona ble  me thodology for a lloca ting  its  e xis ting
a ccumula te d de pre cia tion re s e rve  a ccount to the  a ppropria te  utility pla nt a ccounts  for a ll s e rvice

The  Compa ny will ha ve  comple te d s uch de pre cia tion s tudy by die  time  of tiling its  ne xta re a s .
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ra te  case  using a  2017 or la te r tes t year. The  cost for this  s tudy will be  deferred for considera tion
of recovery in a  future  ra te  case .

6.9 The  S igna tory Pa rtie s  agree  on AWC's  Off-s ite  Facilitie s  Fee  for the  White  Tank
service  area , as  proposed in its  Applica tion.

6.10 The  S igna tory Pa rtie s  agree  on AWC's  proposa l to continue  its  Off-s ite  Facilitie s
Fee tariff schedule  for the  Penal Valley (Casa Grande, Coolidge and Stanfie ld) service  area .

6.11 The  S igna tory P a rtie s  a gre e  on AWC's  propos a l to continue  its  CAP  M&l Fe e
ta riff schedules  for the  Pena l Va lley (Casa  Grande  and Coolidge  only) and White  Tank se rvice
a rea s .

6.12 G ive n  th e  cu rre n t p ro ce d u ra l s ta n d in g  o f ju d ic ia l re vie w o f th e  S ys te m
Improvement Benefits  (SIB) mechanism in the  Arizona  courts , the  Signa tory Parties  have  agreed
not to include  te rms  of a  S IB mechanism in this  Agreement. Should the  Supreme  Court uphold
the  Commis s ion's  a uthority to cre a te  the  S IB by finding tha t die  S IB is  a  le ga l ra te ma king
mechanism, any S igna tory Party may use  appropria te  procedura l mechanisms to seek to add a
SIB mechanism and sha ll not be  deemed to have  wa ived its  right to do so by ente ring into this
Agreement.

7.0 COMMIS S ION EVALUATION OF P ROP OS ED S ETTLEMENT

7.1 This  Agreement sha ll se rve  as  a  procedura l device  by which the  Signa tory Parties
will submit the ir propose d se ttle me nt of AWC's  Ra te  Ca se  Docke t No. W-01445A-15-0277 to
the  Commission.

7.2 All curre ntly-tile d te s timony a nd e xhibits , a s  we ll a s  the  te s timony in support of
this  Agreement sha ll be  offered into the  Commission's  record as  evidence .

7.3 The  Signa tory Parties  recognize  tha t the  Commission will independently consider
and evaluate  the  terms of this  Agreement.

7.4 If the  Commiss ion issues  an orde r adopting a ll ma te ria l te rms  of this  Agreement,
such action sha ll cons titute  Commiss ion approva l of the  Agreement. The rea fte r, the  S igna tory
Parties shall abide  by the  terms as approved by the  Commission.

7.5 The  S igna tory P a rtie s  a gre e  to s upport a nd de fe nd this  Agre e me nt, including
filing  te s timony in  s upport of the  Agre e me nt a nd pre s e nting  e vide nce  in  s upport of the
Agre e me nt a t the  he a ring s che dule d to be gin on Ma y 12, 2016, a nd will not oppos e  a ny
provis ion of the  Agre e me nt in pre -tile d or live  te s timony or othe rwis e . The  pa rtie s  a gre e  to
wa ive  the ir rights  to a ppe a l a  Commis s ion De cis ion a pproving the  s a me , provide d tha t the
Commission approves  a ll mate ria l provis ions  of the  Agreement. The  Signa tory Parties  sha ll take
rea sonable  s teps  to expedite  cons ide ra tion of the  se ttlement, entry of a  Decis ion adopting the
se ttlement, and implementa tion of the  ra tes  anticipa ted in this  Agreement and sha ll not seek any
de la y in the  s che dule s  s e t for cons ide ra tion of the  Agre e me nt or for the  Adminis tra tive  La w
Judge 's  or Commis s ion's  cons ide ra tion of the  s e ttle me nt e mbodie d in the  Agre e me nt. If the
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Commis s ion a dopts  a n orde r a pproving a ll ma te ria l te rms  of this  Agre e me nt, the  S igna tory
Parties  will support and defend the  Commission's  order before  any court or regula tory agency in
which it ma y be  a t is sue , e xce pt tha t no Pa rty will be  re quire d to hire  a n a ttorne y or othe rwise
expend money in demonstra ting such support.

7.6 Cons is te nt with a ny orde r of the  Commiss ion, AWC sha ll file  complia nce  ta riffs
for S ta ff review and approva l. Such compliance  ta riffs , however, will become e ffective  upon the
effectivedate  of the  ra te  increase  s ta ted in the  Commission's  Order.

7.7 If the  Commis s ion fa ils  to  is s ue  a n orde r a dopting a ll ma te ria l te rms  of this
Agreement or adds new or diffe rent materia l te rms to this  Agreement, any or a ll of the  Signa tory
P a rtie s  ma y withdra w from this  Agre e me nt, a nd such S igna tory P a rty or P a rtie s  ma y pursue
without pre judice  the ir respective  remedies  a t law. For the  purposes  of this  Agreement, whe ther
a  te rm is  mate ria l sha ll be  le ft to the  discre tion of the  S igna tory Party choosing to withdraw from
the  Agre e me nt. If a  S igna tory Pa rty tile s  a n a pplica tion for re he a ring be fore  the  Commiss ion,
S ta ff sha ll not be  obliga ted to file  any document or take  any pos ition rega rding the  withdrawing
Signa tory Party's  applica tion for rehea ring.

7.8 The  S igna tory pa rtie s  re cognize  tha t S ta ff doe s  not ha ve  the  powe r to bind the
Commission. For purposes  of proposing a  se ttlement agreement, S ta ff acts  in the  same manner
as any party to a  Commission proceeding.

8.0 MIS CELLANEOUS  P ROVIS IONS

8.1 The  provis ions  se t forth in the  Agre e me nt a re  ma de  for purpose s  of se ttle me nt
only and sha ll not be  construed as  admissions aga inst inte rest or waivers  of litiga tion positions of
the Signatory parties in this Rate  Case or re la ted to other or future  ra te  cases.

8.2 This  Agreement represents  the  Signa tory Parties ' mutua l desire  to se ttle  disputed
is s ue s  in a  ma nne r cons is te nt with the  public inte re s t. None  of the  pos itions  ta ke n in this
Agreement by any of the  Signatory Parties  may be  referred to, cited, or re lied upon as  precedent
in a ny proce e ding be fore  the  Commiss ion, a ny othe r re gula tory a ge ncy, or a ny court for a ny
purpose  except in furtherance  of this  Agreement.

8.3 This  case  presents  a  unique  se t of circumstances  and to achieve  consensus  for
se ttlement, pa rticipants  may be  accepting pos itions  tha t, in othe r circumstances , they would be
unwilling to a cce pt. The y a re  doing s o be ca us e  the  Agre e me nt, a s  a  whole , with its  va rious
provis ions  for se ttling the  unique  issues  presented by this  case , is  consis tent with the ir long-te rm
inte res ts  and with the  broad public inte res t. The  acceptance  by any Signa tory Party of a  specific
e lement of this  Agreement shall not be  considered as precedent for acceptance of that e lement in
any other context.

8.4 No S igna tory Pa rty is  bound by any pos ition a sse rted in negotia tions , except a s
e xpre s s ly s ta te d othe rwis e  in this  Agre e me nt. No S igna tory P a rty s ha ll offe r e vide nce  of
conduct or s ta tements made in the  course  of negotia ting this  Agreement before  this  Commission,
or any other regula tory agency, or any court.
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8.5 Each of the  te rms  and conditions  of the  Agreement is  in cons idera tion and support
of a ll other te rms . Accordingly, the  te rms  a re  not s everable .

8.6 The  S igna tory P a rtie s  wa rra nt a nd re pre s e nt tha t e a ch pe rs on whos e  s igna ture
appears  be low is  fully authorized and empowered to execute  this  Agreement.

8.7 The  S igna tory Parties  acknowledge  tha t they a re  represented by competent lega l
counse l and tha t they unders tand a ll of the  te rms  of this  Agreement and have  had an opportunity
to pa rticipa te  in the  dra fting of this  Agre e me nt a nd to fully re vie w it with the ir couns e l be fore
s ign ing , a nd  tha t the y e xe c u te  th is  Agre e me nt with  fu ll knowle dge  o f the  te rms  o f the
Agreement.

8.8 This Agreement may be executed in any number of counterparts and by each
individual Signatory Party on separate counterparts, each of which when so executed and
delivered shall be deemed an original and all of which taken together shall constitute one and the
same instrument. This Agreement may also be executed electronically or by facsimile.

8.9 To the  e xte nt a ny provis ion of this  Agre e me nt is  incons is te nt with a ny e xis ting
Commiss ion order, rule  or regula tion, this  Agreement sha ll control.

8.10 Nothing in this  Agre e me nt s ha ll pre ve nt AWC from re que s ting a  cha nge  to its
ra tes  in the  event of conditions  or circums tances  tha t cons titute  an emergency. For purposes  of
th is  Agre e me nt,  the  te rm "e me rge nc y" is  limite d  to  a n  e xtra ord ina ry e ve n t tha t,  in  the
Commis s ion 's  judgme nt, re quire s  ra te  re lie f in  orde r to  prote c t the  public  inte re s t. This
provis ion is  not inte nde d to pre clude  S ta ff or a ny Inte rve nor from oppos ing a n a pplica tion for
ra te  re lie f tile d by AWC purs ua nt to this  pa ra gra ph. Nothing in this  Agre e me nt is  inte nde d to
limit the  Commis s ion's  ability to change  ra tes  a t any time  pursuant to its  lawful authority.

Executed this(y+fqday of May, 2016.

ARIZONA WATER COMP ANY

Name: M1117 AM M- Gd-rffidd

ARIZONA CORP ORATION COMMIS S ION
UTILITIES  DIVIS ION

V B
Name: l'lv l _
I t s :  D i r 9 f \ W U
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ABBOTT LABURATORIES

By:
Name :
Its:

./
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WESTERN INFRASTRUCTURE
SUSTAINABILITY EFFORT

By:_
Na me :
Its:
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ARIZONA WATER COMPANY

TARIFF SCHEDULE -OFF-SITE FACILITIES FEE (WATER)
A.C.C. No.

Cancelling A.C.C. No. 527
Tariff or Schedule No. FF-101
Filed:
Effective:

Filed by: William M. Garfield
Title: President
Date of Original Filing: April 30, 2012

System(s):PINAL VALLEY (CASA GRANDE, COOLIDGE, STANFIELD)

1 . Purple and.Avpli¢==;bility

The purpose of the off-site facilities fees payable to Arizona Water Company ("the Company")
pursuant to this tariff is to equitably apportion the costs of constructing additional off-site facilities
necessary to provide water production, treatment, delivery, recharge, recovery, storage and pressure
among all new service connections. These charges are applicable to all new service connections
established after the effective date of this tariff undertaken via Main Extension Agreements or
requests for service not requiring a Main Extension Agreement. The charges are one-time charges
and are payable as a condition to Company's establishment of service, as more particularly provided
below.

11. Definitions

Unle s s  the  conte xt othe rwis e  re quire s , the  de finitions  s e t forth  in  R-l4-2-401 of the  Arizona
Corpora tion Cornrnis s ion's  ("Commis s ion") rule s  a nd re gula tions  gove rning wa te r utilitie s  s ha ll
apply in inte rpre ting this  ta riff schedule .

"Applicant" means any party entering into an agreement with Company for the installation of water
facilities to serve new service connections, including Developers and/or Builders of new residential
subdivisions and/or commercial and industrial properties.

"CAP Water" means water from the Central Arizona Project provided directly or indirectly to the
Company.

"Company" means Arizona Water Company.

"Main Extension Agreement" means any agreement whereby an Applicant agrees to advance the
costs of the installation of water facilities necessary for the Company to serve new service
connections within a development, or installs such water facilities necessary to serve new service
connections and transfer ownership of such water facilities to the Company, which agreement shall
require the approval of the Commission pursuant to A.A.C. R-l4-2-406, and shall have the same
meaning as "Water Facilities Agreement" or "Line Extension Agreement."

"Off-site Facilities" means water treatment facilities, including treatment of CAP Water and other
available water supplies, recharge and recovery facilities, storage tanks and related appurtenances
and equipment necessary for proper operation of such water treatment facilities, including
engineering and design costs. Off-site facilities may also include booster pumps, wells for recovery
of stored CAP water or other groundwater supplies, pressure tanks, transmission mains and related
appurtenances and equipment necessary for proper operation of such facilities if these facilities are
not for the exclusive use of the applicant and will benefit the entire water system.
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Me te r Size S ize  Fa c to r Res identia l
All Oth e r
Classes

4 45/8" X 3/4 1 $3,500 $3,500
3/4" 1.5 $3,500 $5,250

1 "
2.5 $8,750 $8,750

no1-1/2 5 $17,500 $17,500
8 $28,000 $28,000

16 $56,000 $56,000
25 $87,500 $87,500

6" or la rger 50 $175,000 $175,000

DOCKET NO. W-00445A-15-0277

ARIZONA WATER COMPANY
OFF-SITE FACILITIES FEE (WA TER) (continued)

"Se rvice  Conne ction" me a ns  a nd include s  a ll se rvice  conne ctions
commercia l, industria l other uses, regardless of meter size .

for s ingle -fa mily re s ide ntia l or

111. Off-s ite  Wa te r Fac ilitie s  Fee

For each new service  connection, the  Company sha ll collect an off-s ite  facilities  fee  derived from the
following table :

OFF-SITE FACILITIES FEE TABLE

_ - - - Total Fee

Iv. Te r m s  a n d  C o n d it io n s

(A) Assessment of One Time_Qf_f-Site  Facilities Fee: The  off-s ite  facilitie s  fee  may be  a ssessed
only once  pe r pa rce l, s e rvice  conne ction, or lot within a  subdivis ion (s imila r to me te r a nd se rvice
line  insta lla tion charge). These  charges  a re  not applicable  to additiona l se rvice  connections tha t a re
established as back-up connections, under the  condition that these  service  connections are  not to be
used at the same time.

(B) Use of O_ff-_Site Facilities_Fee: Off-s ite  fa cilitie s  fe e s  ma y only be  us e d to pa y for ca pita l
ite ms  of off-s ite  fa cilitie s  or for re pa yme nt of loa ns  obta ine d to fund the  cos t of ins ta lla tion of off-
s ite  facilitie s . Off-s ite  facilitie s  fees  sha ll not be  used to cover repa irs , ma intenance , or ope ra tiona l
costs. The  Compa ny s ha ll re cord a mounts  colle cte d unde r ta riff a s  Contributions  in  Aid of
Cons truction ("ClAC"), howe ve r, such a mounts  sha ll not be  de ducte d from ra te  ba se  until such
amounts have been expended for utility plant.

(C) Time of_Pay131_ent:

1) For those  requiring a  Main Extens ion Agreement: In the  event tha t the  Applicant is  required
to e nte r into a  Ma in Exte ns ion Agre e me nt, whe re by the  Applica nt a gre e s  to a dva nce  the
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DOCKET NO. W-00445A-15-0277

ARIZONA WATER COMPANY
OFF-SITE FACILITIES FEE (WATER)(continued)

cos ts  of ins ta lling ma ins , va lve s , fittings , hydra nts  a nd othe r on-s ite  improve me nts  or
cons truct such improvements  in orde r to extend se rvice  in accordance  with R-14-2-406(B),
payment of the  off-s ite  facilitie s  fee s  required he reunde r sha ll be  made  by the  Applicant no
la te r tha n 15 ca le nda r da ys  a fte r re ce ipt of notifica tion from the  Compa ny tha t the  Utilitie s
Divis ion  o f the  Arizona  Corpora tion  Commis s ion  ha s  a pprove d  the  Ma in  Exte ns ion
Agreement in accordance  with R-14-2-406(M).

2) For those  conne cting to a n e xis ting ma in: In the  e ve nt tha t the  Applica nt is  not re quire d to
ente r into a  Main Extens ion Agreement, the  off-s ite  facilitie s  fee  charges  he reunder sha ll be
due and payable  a t the  time the  meter and service  line  insta lla tion fee  is  due and payable .

(D) Off-S ite  Fa cilitie s  Cons truction By De ve lope r: Compa ny a nd Applica nt ma y a gre e  to
cons truction of off-s ite  fa cilitie s  ne ce ssa ry to se rve  a  pa rticula r de ve lopme nt by Applica nt, which
facilitie s  a re  then conveyed to Company. In tha t event, Company sha ll credit the  tota l cos t of such
off-s ite  fa cilitie s  a s  a n offs e t to off-s ite  fa cilitie s  fe e s  due  unde r this  Ta riff. If the  tota l cos t of the
off-s ite  facilitie s  constructed by Applicant and conveyed to Company is  le ss  than the  applicable  off-
s ite  fa cilitie s  fe e s  unde r this  Ta riff, Applica nt sha ll pa y the  re ma ining a mount of off-s ite  fa cilitie s
fees  owed hereunder. If the  tota l cost of the  off-s ite  facilitie s  contributed by Applicant and conveyed
to Compa ny is  more  tha n the  a pplica ble  off-s ite  fa cilitie s  fe e s  unde r this  Ta riff, Applica nt sha ll be
refunded the  difference  upon acceptance  of the  off-s ite  facilities  by the  Company.

(E) - -_
an advance  commitment to provide  or a ctua lly provide  wa te r se rvice  to any Applicant in the  event
tha t the  Applica nt ha s  not pa id in full a ll cha rge s  he re unde r. Unde r no circums ta nce s  will the
Compa ny s e t a  me te r or othe rwis e  a llow s e rvice  to be  e s ta blis he d if the  e ntire  a mount of a ny
payment due hereunder has not been paid.

: The  Compa ny will not be  obliga te d to ma ke

(F) Large  Subdivis ion and/or_Deve lopmenLProjects: In the  event tha t the  Applicant is  engaged
in the  deve lopment of a  re s identia l subdivis ion and/or deve lopment conta ining more  than 150 lots ,
the  Company may, in its  discre tion, agree  to payment of off-s ite  facilitie s  fees  in ins ta llments . Such
insta llments  may be  based on the  res identia l subdivis ion and/or deve lopment's  phasing, and should
a tte mpt to  e quita bly a pportion the  pa yme nt of cha rge s  he re unde r ba s e d on the  Applica nt's
construction schedule  and wate r se rvice  requirements . In the  a lte rna tive , the  Applicant sha ll post an
irrevocable  le tte r of credit in favor of the  Company in a  commercia lly rea sonable  form, which may
be  drawn by the  Company consis tent with the  actua l or planned construction and hook up schedule
for the  subdivis ion and/or deve lopment.

(G) Off-S ite  Fa cilitie s  Fe e s  Non-re dable: The  amounts  collected by the  Company as  off-s ite
facilities  fees  sha ll be  non-re fundable  contributions  in a id of construction.

(H) Us e  of Off-S ite  Fa cilitie s  Fe e s  Re ce ive d: All funds  colle cte d by the  Compa ny a s  off-s ite
facilities  fees shall be  deposited into a  separa te  interest bearing bank account and used sole ly for the
purpose s  of pa ying for the  cos ts  of ins ta lla tion of off-s ite  fa cilitie s , including re pa yme nt of loa ns
obta ined for the  ins ta lla tion of off-s ite  facilitie s  tha t will benefit the  entire  wa te r sys tem.
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DOCKET no. W-00445A-15-0277

ARIZONA WATER COMPANY
OFF-SITE FACILITIESFEE (WA TER)(continued)

(I) Off-S ite  Fa cilitie s  Fe e  in Addition to On-s ite  Fa cilitie s: The  off-s ite  fa cilitie s  fe e  sha ll be  in
a ddition to a ny cos ts  a s socia te d with the  cons truction of on-s ite  fa cilitie s  unde r a  Ma in Exte ns ion
Agreement.

(J ) Dispos ition of Eggce s s  Funds: Afte r a ll ne ce s s a ry a nd  de s ira b le  off-s ite  fa cilitie s  a re
cons tructe d utilizing funds  colle cte d pursua nt to this  ta riff, or if the  off-s ite  fa cilitie s  fe e  ta riff ha s
been te rmina ted by order of the  Arizona  Corpora tion Commiss ion, any funds  remaining in the  bank
account sha ll be  re funded. The  manner of the  re fund sha ll be  de te rmined by the  Commission a t the
time a refund becomes necessary.

(K) Fire  Flow equirements: In the  e ve nt the  Applica nt for s e rvice  ha s  fire  flow re quire me nts
tha t re quire  a dditiona l fa cilitie s  not cove re d by th is  ta riff, s uch a dditiona l fa cilitie s  s ha ll be
constructed under a  separa te  Main Extension Agreement as  a  non- refundable  contribution and shall
be  in addition to the  off-s ite  facilitie s  fees .

(L) S ta tus  Reporting Requirements  to the  Commiss ion: The  Company sha ll submit a  ca lenda r
yea r off-s ite  facilitie s  fee  s ta tus  report each January 3 le t to Docke t Control for the  prior twe lve  (12)
month pe riod, beginning January 31, 2017, until the  off-s ite  facilitie s  fee  ta riff is  no longer in e ffect.
This  s ta tus  re port sha ll conta in a  lis t of a ll cus tome rs  tha t ha ve  pa id the  off-s ite  fa cilitie s  fe e , the
amount each has paid, the  physica l location/address of the  property in respect of which such fee  was
paid, the  amount of money spent from the  account, the  amount of interest earned on the  funds within
the  ta riff account, and a  lis t of a ll facilitie s  tha t have  been ins ta lled with the  ta riff funds  during the  12
month pe riod.
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DOCKET no. W-00445A-15-0277

r ARIZONA WATE R  C O MP ANY

TARIFF SCHEDULE ._ OFF-SITE FACILITIES FEE (WA TER) A.C.C. No.

Filed by: William M. Garfield
Title: President
Date of Original Filing: August 7, 2015
System(s): WHITE TANK

Cancelling A.C.C. No.
Tariff or Schedule No.
Filed: August 7, 2015
Effective:

I. Purpose and pplicabilig

The  purpos e  of the  off-s ite  fa cilitie s  fe e s  pa ya ble  to Arizona  Wa te r Compa ny ("the  Compa ny")
pursua nt to this  ta riff is  to e quita bly a pportion the  cos ts  of cons tructing a dditiona l off-s ite  fa cilitie s
necessary to provide  water production, trea tment, de livery, recharge , recovery, s torage  and pressure
a mong a ll ne w se rvice  conne ctions . The se  cha rge s  a re  a pplica ble  to a ll ne w se rvice  conne ctions
e s ta blis he d a fte r the  e ffe ctive  da te  of this  ta riff unde rta ke n via  Ma in Exte ns ion Agre e me nts  or
reques ts  for se rvice  not requiring a  Main Extens ion Agreement. The  cha rges  a re  one -time  cha rges
and are  payable  as  a  condition to Company's  es tablishment of se rvice , as  more  particularly provided
be low.

11. Defin itions

Unle s s  the  conte xt othe rwis e  re quire s , the  de finitions  s e t forth in  R-14-2-401 of the  Arizona
Corpora tion Commis s ion's  ("Commis s ion") rule s  a nd re gula tions  gove rning wa te r utilitie s  s ha ll
apply in inte rpre ting this  ta riff schedule .

"Applicant" means  any pa rty ente ring into an agreement with Company for the  ins ta lla tion of wa te r
facilitie s  to se rve  new se rvice  connections , including Deve lope rs  and/or Builde rs  of new res identia l
subdivis ions  and/or commercia l and industria l properties .

"CAP  Wa te r" me a ns  wa te r from the  Ce ntra l Arizona  P roje ct provide d dire ctly or indire ctly to the
Company.

"Company" means  Arizona  Wate r Company.

"Ma in Extens ion Agreement" means  any agreement whe reby an Applicant agree s  to advance  the
cos ts  of the  ins ta lla tion of wa te r fa cilitie s  ne ce s s a ry for the  Compa ny to  s e rve  ne w s e rvice
connections  within a  deve lopment, or ins ta lls  such wa te r fa cilitie s  nece ssa ry to se rve  new se rvice
connections  and transfe r ownership of such wa te r facilitie s  to the  Company, which agreement sha ll
re quire  the  a pprova l of the  Commiss ion pursua nt to A.A.C. R-14-2-406, a nd sha ll ha ve  the  sa me
meaning as  "Wate r Facilitie s  Agreement" or "Line  Extens ion Agreement."

"Off-s ite  Fa cilitie s " me a ns  wa te r tre a tme nt fa cilitie s , including tre a tme nt of CAP  Wa te r a nd othe r
ava ilable  wa te r supplies , recharge  and recovery facilitie s , s torage  tanks  and re la ted appurtenances
a nd e quipme nt ne ce s s a ry for prope r ope ra tion of s uch wa te r tre a tme nt fa cilitie s , including
enginee ring and des ign cos ts . Off-s ite  facilitie s  may a lso include  booste r pumps, we lls  for recovery
of s tored CAP wate r or other groundwate r supplies , pressure  tanks , transmiss ion mains  and re la ted
appurtenances  and equipment necessa ry for proper opera tion of such facilitie s  if these  facilitie s  a re
not for the  exclusive  use  of the  applicant and will benefit the  entire  water system.
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Mete r S ize S ize  Fac to r Re s id e n t ia l
All Othe r
Classes

5/8" X 3/4 cc 1 $2,500 $2,500

3/4" 1.5 $2,500 $3,750
1 " 2.5 $6,250 $6,250

c s1-1/2 5 $12,500 $12,500

8 $20,000 $20,000
3 " 16 $40,000 $40,000

25 $62,500 $62,500

6" or la rge r 50 $125,000 $125,000

DOCKET NO. W-00445A-15-0277

ARIZONA WATER COMPANY
OFF-SITE FACILITIES FEE (WATER)(continued)

"S e rvice  Conne ction" m e a ns  a nd inc lude s  a ll s e rvice  conne ctions
comme rcia l, indus tria l othe r use s , re ga rdle ss  of me te r s ize .

for s ingle -fa m ily re s ide ntia l or

111. Qff-s ite  Wa te r Facilities  Fee;

For e a ch ne w se rvice  conne ction, the  Compa ny sha ll colle ct a n off-s ite  fa cilitie s  fe e  de rive d from the
following ta ble :

O F F -S IT E  F AC ILIT IE S  F E E  T AB LE

_ .. To ta l Fe e

Iv. Terms and Conditions

Assessment of_ One Time Qff-Site  Eacilities Eee: The  off-s ite  facilitie s  fee  may be  a ssessed
only once  pe r pa rce l, s e rvice  conne ction, or lot within a  subdivis ion (s imila r to me te r a nd se rvice
line  insta lla tion charge). These  charges  a re  not applicable  to additiona l se rvice  connections  tha t a re
established as back-up connections, under the  condition that these  service  connections are  not to be
used at the same time.

(Al

(B) - ..
ite ms  of off-s ite  fa cilitie s  or for re pa yme nt of loa ns  obta ine d to fund the  cos t of ins ta lla tion of off-
s ite  facilitie s . Off-s ite  facilitie s  fees  sha ll not be  used to cove r repa irs , ma intenance , or ope ra tiona l
costs. The  Compa ny s ha ll re cord a mounts  colle cte d unde r ta riff a s  Contributions  in  Aid of
Cons truction ("ClAC"), howe ve r, s uch a mounts  s ha ll not be  de ducte d from ra te  ba s e  until s uch
amounts have been expended for utility plant.

Ujse  of Off-S it_e  Fa9i1iti_es Fee: O ff-s ite  fa c ilitie s  fe e s  m a y only be  us e d  to  pa y for ca pita l

(C) Time of P_ayme1;t:

1) In the  event tha t the  Applicant is  required
to e nte r into a  Ma in Exte ns ion Agre e me nt, whe re by the  Applica nt a gre e s  to a dva nce  the
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DOCKET NO. W-00445A-15-0277

ARIZONA WATER COMPANY
OFF-SITE FACILITIES FEE (WATER)(continued)

cos ts  of ins ta lling ma ins , va lve s , fittings , hydra nts  a nd othe r on-s ite  improve me nts  or
cons truct such improvements  in orde r to extend se rvice  in accordance  with R-14-2-406(B),
payment of the  off-s ite  facilitie s  fee s  required he reunde r sha ll be  made  by the  Applicant no
la te r tha n 15 ca le nda r da ys  a fte r re ce ipt of notifica tion from the  Compa ny tha t the  Utilitie s
Divis ion  o f the  Arizona  Corpora tion  Commis s ion  ha s  a pprove d  the  Ma in  Exte ns ion
Agreement in accordance  with R-14-2-406(M) .

2) For those  conne cting to a n e xis ting ma in: In the  e ve nt tha t the  Applica nt is  not re quire d to
ente r into a  Main Extens ion Agreement, the  off-s ite  facilitie s  fee  charges  he reunder sha ll be
due and payable  a t the  time the  meter and service  line  insta lla tion fee  is  due and payable .

(D) Off-S ite  Fa cilitie s  Cons truction By De ve lope r: Compa ny a nd Applica nt ma y a gre e  to
cons truction of off-s ite  fa cilitie s  ne ce ssa ry to se rve  a  pa rticula r de ve lopme nt by Applica nt, which
facilitie s  a re  then conveyed to Company. In tha t event, Company sha ll credit the  tota l cos t of such
off-s ite  fa cilitie s  a s  a n offse t to off-s ite  fa cilitie s  fe e s  due  unde r this  Ta riff. If the  tota l cos t of the
off-s ite  facilitie s  constructed by Applicant and conveyed to Company is  le ss  than the  applicable  off-
s ite  fa cilitie s  fe e s  unde r this  Ta riff, Applica nt sha ll pa y the  re ma ining a mount of off-s ite  fa cilitie s
fees  owed hereunder. If the  tota l cost of the  off-s ite  facilitie s  contributed by Applicant and conveyed
to Compa ny is  more  tha n the  a pplica ble  off-s ite  fa cilitie s  fe e s  unde r this  Ta riff, Applica nt sha ll be
refunded the  difference  upon acceptance  of the  off-site  facilities  by the  Company.

(E) - -
an advance  commitment to provide  or actua lly provide  wa te r se rvice  to any Applicant in the  event
tha t the  Applica nt ha s  not pa id in full a ll cha rge s  he re unde r. Unde r no circums ta nce s  will the
Compa ny s e t a  me te r or othe rwis e  a llow s e rvice  to be  e s ta blis he d if the  e ntire  a mount of a ny
payment due hereunder has not been paid.

: The  Compa ny will not be  obliga te d to ma ke

(F) Large  Subdivis ion and/Qr Development Projects: In the  e ve nt tha t the  Applica nt is  e nga ge d
in the  deve lopment of a  re s identia l subdivis ion and/or deve lopment conta ining more  than 150 lots ,
the  Company may, in its  discre tion, agree  to payment of off-s ite  facilitie s  fees  in ins ta llments . Such
insta llments  may be  based on the  res identia l subdivis ion and/or deve lopment's  phasing, and should
a tte mpt to  e quita bly a pportion the  pa yme nt of cha rge s  he re unde r ba s e d on the  Applica nt's
construction schedule  and wate r se rvice  requirements . In the  a lte rna tive , the  Applicant sha ll post an
irrevocable  le tte r of credit in favor of the  Company in a  commercia lly rea sonable  form, which may
be  drawn by the  Company consis tent with the  actua l or planned construction and hook up schedule
for the  subdivis ion and/or development.

(G) Off-S ite  Facilitie s  Fees  Non-re fundable: The  amounts  collected by the  Company as  off-s ite
facilities  fees  sha ll be  non-re fundable  contributions  in a id of construction.

(H) Us e  of Off-S ite  Fa cilitie s  Fe e s  Re ce ive d: All funds  colle cte d by the  Compa ny a s  off-s ite
facilities  fees shall be  deposited into a  separa te  interest bearing bank account and used sole ly for the
purpose s  of pa ying for the  cos ts  of ins ta lla tion of off-s ite  fa cilitie s , including re pa yme nt of loa ns
obta ined for the  ins ta lla tion of off-s ite  facilitie s  tha t will benefit the  entire  wa te r sys tem.

Page 3 of 4
S:\Wvandeve\2015 CASESX15-0277 Az Water Co CAP\Setllement\Off-siteFacilities Fee - White Tank.doc

DECIS ION NO.



DOCKET NO. W-00445A-15-0277

ARIZONA WATER COMPANY
OFF-SITE FACILITIES FEE (WA TER) (continued)

(I) Off-S ite  Fa cilitie s  Fe e  in Addition to On-s ite  Fa cilitie s: The  off-s ite  fa cilitie s  fe e  sha ll be  in
a ddition to a ny cos ts  a s socia te d with the  cons truction of on-s ite  fa cilitie s  unde r a  Ma in Exte ns ion
Agreement.

(J ) Dis pos ition of Exce s s  Funds: Afte r a ll ne ce s s a ry a nd  de s ira b le  off-s ite  fa cilitie s  a re
cons tructe d utilizing funds  colle cte d pursua nt to this  ta riff, or if the  off-s ite  fa cilitie s  fe e  ta riff ha s
been te rmina ted by order of the  Arizona  Corpora tion Commission, any fiends  remaining in the  bank
account sha ll be  re funded. The  manner of the  re fund sha ll be  de te rmined by the  Commission a t the
time a rehung becomes necessary.

(K) Fire  Flow Re quire me nts: In the  e ve nt die  Applica nt for s e rvice  ha s  fire  flow re quire me nts
tha t re quire  a dditiona l fa cilitie s  not cove re d by th is  ta riff, s uch a dditiona l fa cilitie s  s ha ll be
constructed under a  separa te  Main Extension Agreement as  a  non- refundable  contribution and shall
be  in addition to the  off-s ite  facilitie s  fees .

(L) S ta tus  Reporting Requirements  to the  Commiss ion: The  Company sha ll submit a  ca lenda r
yea r off-s ite  facilitie s  fee  s ta tus  report each Janua ry e lS ' to Docke t Control for the  prior twe lve  (la )
month pe riod, beginning January 31, 2017, until the  off-s ite  facilitie s  fee  ta riff is  no longer in e ffect.
This  s ta tus  re port sha ll conta in a  lis t of a ll cus tome rs  tha t ha ve  pa id the  off-s ite  fa cilitie s  fe e , the
amount each has paid, the  physical location/address of the  property in respect of which such fee  was
paid, the  amount of money spent from the  account, the  amount of interest earned on the  funds within
the  ta riff account, and a  lis t of a ll facilities  tha t have  been ins ta lled with the  ta riff funds during the  12
month pe riod.
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Ì~

3
8
2
3

E
83
"M:
32
8 8
35
o
38
EE'g'a

s
88Sn.
e.
82
2
3u"DO--Q;

£'"<l>
23>-f1*?5""<n<8-<1

D-

Q)

g % ; - > g g g hnmwqwna
==°°8.Q§§833QQ..n~°>3m:°°5

1- N

m o f
GD O
Q 1-
C\[ 1-
I"- m
of_"~_.
Q co
LD If)

V*
co
* " ;
N
nm

;u
to m :--
1- *- GO
r-_ of_ co_
~¢ r- CD
LD (D w
co CD m
m IO r-
m N

r -aa
r-coc>>_¢\1_
f ree
c a m
c:._=r
-=r1-

m -v
{\l ca
N of
04 09
m LD

1-* Q'

1*
WS
E*-
cm

ea he

1-

69 99 he

I

go Ia
E 2 'G

Qu. E. LL.
Sn

8 .8<D.'U<

N€'1CD<.DCJC)1-(DG>C3r*-1*-f*-P-
4l.Q1.os--oq--eq0"'I.-1r)€")(p€g€'7eomncwcocracnl"JI"-*'*QC"3_(Q

n o v m c f a m

a m
CD!"-
cqcq
coco
C\l(Q
m_m_

I I I I

r -
t -
=>'>,
by
of
Q
WI
1-

q
ca

I co
m
IO
*":
we

m
c a

l O_
ID
:fu

C J
N

9

v""

go.

1""1-v-

he (49

pg
q-
n.

on
m

r  N
co
CD
we

mN

8 3 8
3

v

q £ \ l
o m
aq'=r_
u1<a
v s
Lnoo
m u -
q r q

T"
CD
*1
N
10

co 6? r-
! -  1- C)
r -_ of* m.
v l"- CD
m w o f
Q £O_ Ga
c*: Lm r-
Eu Ur C\1

sq'
m
t
1-

N
of
n _
N
ea
sq.
LD
LD

1-as ID N
\nl.o 1- n

1 - m w m m x o o

.*l"*l.*':9."1"1
c-1¢1--as

1- -p

an99 en ea Ia

Er:4-1
:
an

E
a n
i n
3

' U

c
o
U

8 "
LB
mu
_I

GJ
o

a
m
an
:

z
as

cu 8N
18 E
o <11 x

~...¢
"-...

3
UI

C 3o f

min
Ia

E eaea m
u Ru
in cm

O E  8 ; E cm.--m c o
.a 8 4 8Mn

c

8
.998
Q . . .

QEQc:4065

'89
-8_cu'8£L
E 35
6 2B o,,,<r:

ED

. o
(D

mt -  i n
QE 8

8  m
E  G
' U  a
m E
'C oQ) nr
"6 <3
DC. )

E
.o

5*29
QB
S Q

o

§ (Es
2 : '28
"S E t
81884
=8~98'§:¢9<..a;'°8 o,,,< z

3

75
: : E '8203
988"o:

as632
<

oz
in
cu
m
mu-1
:Rx
DI

TO-4-1
o
i -

bi
2
ETm
2
o
m

E
_gD-

8'E -En
2 £28 --D.. 4 -

:3-a£.,
° ° - ' - :38.w.§"'S89Ea:--°'3

38§~8§85=3 gcc|-*8 D§mEm550n0.31-£D
E _s

> l

335488
8 2n:°°'Lu

*§s I)
$ 8 ' 5
42X
zL==8
§ > 3

<88
9 6z Qv-€\lE*?'<!'11'>¢Qf'-€DCDO<-t\l€"}wlL')<DI-0JC¥)E31-(\lC0'=l'!DC.Oi\~U3G>CJ*-€'~J{*3*l0f.DI*~OCIJG3CJ<-C\IO"J1flf)-ulr~1<ruJcc> ooc:»=------<»» 1 --<»~~»~cvc-1ncvwm wm cwm m rnm m m m m m m m vvw¢¢wv¢~¢~QLr>L f>L f>m L : '>L*u

UP:
1:
c:
D..
9--J
U)

DECISION no.

l

Ill



DOCKET NO. w-01445A-15_0271 :

1

qt
cm
GO

.
1"8

w

CD E? *
N o C\I
<~'z sq QF P G
of of DQ 1" Cf)
G) ID we

m 1D
* M
N Lo
1\ N
r- N
'4_ W
era
1*

o
c;> D
GO w_
In C"J
of Lo
"'! *`z
9' W

UJ_
f"-
Lf)c

3

*.='
3 8 as

...E so E

854
<1 <v In1-00

3 t§§QmQ
- 1 - c ' :

1--¢o~~u-r-a
* - P O W 1*-

N UP
of m
w LD
D NC\I 1-
°*l :\|_
q no
~<r N

1-

an
C\I
'*1
ca
q-
'Q
(D
m CN!

fu §
1: 33
g  8() W
go U)
s=.'T
3 no
no
m

se en 6 9 en

: 8 CD as.Q _
E 8 "a x
8 5 N cc

E 8(D bi
w
i\! al
G)
3
'U
GJ
u
cm I l I I

on
on
" 1
m
m

N
D

co
r -
8

8 3

9888o 53-§
U)

9 3
Uhr:

<

ea

m*r~covunoomuuoma
""Z*N.""l'Q'*.

1"C"JLDv"@tD
1 LD¥'-""Wm.-r ---r of'--m

41-. A*
L D c m
U) caP lD

we N- ~=;
8

CD
a
m_
N
m
of
m

99 he69
;..;4
-4- 'W
q -Cr| 1 r r A P P
m'cs>
IO LD

ea

9 6
v F)
LQ. 'Q
1' I'~
*" LT

I

p
m
<4
1-

ea
41-
Y -
N

U)
LOrI""\

3g 1

8  z
go
U)

0.1:5

99 as he as he

1
l I l

:4
z
<.1
m

es 6 9 9 he

I I I k

z
z

3
m

Ce 94 Ia 619

I I | I

x
z
<_I
m

he Ana ea se

>,
2
E
:>
'E
C
D.

*in
3 3o

.E
m

' u

4
m
3gm

""u.l
8

as

84E 593
8 4 . 0 2 0

. 5 2

m

9 r I

1"4
N
c >

Q
: Q
P*-

8

*
oz:
Q

I * -
c w
\-.»

89 ea an e=a

'gE n
(D o

I i I

of
ct>
n .
N
if:

I *
o n
OD
€*l
QS
mE

E Z
GJ
w

Q-

Q- p-
-.1

eeea he

I

§
3 T*

2  o
85 z
as
U)

68

-"`6l6""`
a o m u u o m m

-:*>_r~_c~4_q;l.r>_Ln_
¢QLO* co

f-Lnl--"--'Q

n m
CDI*-
coca
of-:r
m s--»com

Nw-I

c m
r -

G Q

8
c~°:_

8

ea

c-8
-4

fn he 6 9

3
g
5
9
8

E
83

,g
I r ,

s

9
E s

8
5
E
3
o

f-I-0
n e o
<11n
m m
<1n
c">_~=r
C\1
1'

N we
o  o
m as
p' F)
CC' Lm
LD r-
~p 'Q

KS
m

n _
91-

3
l

368...1 q_1__'-ors ._
si=>'1J-0 m80

<c*g3<1Z

8548344
v~ m P a> m nm

8838398
v  B  o  3 l~ so'

mmr-wr
c ooCDI!!com
n_coqgga m

noN
*L
c:
3.
com

se

co 8 FGN
Q  9 9
v' 3 8no F CO
GJ no -v( -. N

1"
CD

he a

1-

he cf: ea

<1Qocacomoom m o w w - Qc>Lr>t.ncour>-Lr:
m1-1-a>cn<ot--ao~:rcc>f-a:co

"*"`Q°Q*Q*-.
Nr'>C\IC'41"'

OF
we no
IQ Q
Q :Dr~ ®

_ LfJ_
F- G

I l l I
r - -
C\ I

'~1_
c f )
we

Q
N
v -

l
q
CO

|  Q
m
m
"1
-Er

ofcm
:Q
r -
o
Q
et:

G58
8 : 1 3aa-

&3",2_F_,i.i

8.a<c
D...'U

4 ea

wr-

ea

'p

8 68

nm
of

1 In
N
N
we

c-.I
o
a>_|.. -Q-

3 "8 8
\.-I 35 C go

a> U-l N*
P- 1-

n m m l~ m8§s§25m
w m r~ N m Ra m3888938

in I*-
U) to
1-  O
o co
CJ m
Q  Q
m ca
q  r -

1'-

o f
Chi

"=l
c>
9
LQ
CQ
m

(D 8 1"-"
N ca N
Q  Q  Q
1- 1' O
m of Q
W 1* m
U) LT q-
cy -C\I

l"'
£D
*Q

c o
I-F3

GO_
( D
C*J

o f
nm

he

1" *

ea he he he

*.4

.8
Q.

S.f: "5
o

2  c

'='*'=8C
4-1c m

.Q
'cl cu

as 3L.0_a:
as U)
D  : ' E  C

HZ vo
c  f :
. o

8
» - 4
ea Ia
p: o
-  Q .
8 4:
E D

<

<  D  a s
cmM n ¢u

o

5,
o  9GJ a-
*:: Q
8 Ia
m  :
D  O

on t:n
c as

m
m
m
m
2
m
no

8
ES U

= w
14 __, : :s so -
=; "8 a

8 s§i§8i=
8°'WN.giE5
E  9 3 9

£ ° =§@ SV§3§w!§"-ESc/:min-u
E

' U  -
as C
'Et _cg
3 Q.

m
8  z

3 <1
a>
_1

58
Se 83
O f 5 2
° 2 § . 5

328 <3

-3
.9
.J1-v
-...
'5
VJ

EP-
82
08

e==_t4.
° a J

- 6 3 2

<' c
.TE
o
I-

biBJ
'5
3. :U
U]

8
>. 8
§ : 349,82
348
9 : 4 5

488§§
Ag*
<4
838n`8

3;
.it=>l
. J Z

¢:3..C\IC')1dM;Pt~».q)Q3Q*¢\l¢qq¢;Q;QI-.@Qg(3,-g4¢v§~¢1g3<g;~l.mg~,Q,-(\l{v§q¢mgDg\.@5)Q,-€\1C")Qu`)n M @Q 4 @ # v F F v v r v v * p W N N N N N N W N @W MMMMW MW W W W WW WWW WWWWW

cm
'ozo9.so.:»
(D

l

DECISION no.

3



'u E
m :̀l5£0...3 t8E
'i""'m=
<'£<1>"'D-U)

I

4"l*lC\J®C\1¥'-CD
<- v c a w w - w o o
-454-_c;m_¢r-_m_
1- {")®pC"7®lD

® , n Q © ® 4
~l-C"J@CD 1"

p 09

w |\.
on of
~_ CQ
q l.(J
€\l m

P
i0 CG

(\l

N
:fa

I * _
1 0
Cr:
1-
CC*
1-

w *
CQ v' Cal

41 P*
co ea P-
G LO ~q~
CO 4 m
fr ct:

W .-
r-- <1-
Lra cos
l0
1-

m N
LD Mn

l*~
N
O>_
m
LT
1""

I

1"
LT
s q
we
(Q
QS
we

DOCKET no. w-01445A-15-0277

he ea ea he

5
- x_8=1><3<IJ=Er'>M
8'<1*aJ ..L1J8 mtn4:8841corlg

04
-I-vm 3

an
' 5

3
8
I a

A-. ..
l~ gr)
Lf) I~
Cal cm I 1 S |

CO
~=r
LQ
m
c o

l

an
an
:Q
cu
1-

r__, an
_ 8 8

-~..*88 E E
8 oz Ia r,I - :Q;

m u
4:

he

@3388
I 1 1" 1- Cal N

m Q m
13 'SL

1- 1-""-.r l~..
-n"

A"\
Lm
c m

M
N
w e

s ,

he he he

~:=
68sz- '4
GJ o

I I

ea
4 1 . 4

co CDI I i

82

9-  D
of o f
1- Q
H

co-H

I

ofr -v

ea
* \

c m

I D

Q

! " ~
' EF-\

-1.-1

m
cm

he ea vs he 99

I I i Ixz<.Jm
en w he 93

I I I I

§m

xz
3m

89 a=r as he

l | 1 I

mgm
x
z
<_J
m

as ea he es N

.93

»-

L'-co

cm

-"*m
£ 2

GJ

'a
<
G)m

.ac ET
c: Eu
cm M

'E
.83 Ar
E E ~m C

.--1,-5».: .

-.Hzm

r I r

an
o
l _
Cal
1 -

o f
c a
: Q
Cal
1""

89 w as 69

I I s
N
CD

0"¥I
m
o f

l " 4
N
CD
m

m
n o
'Hui8

8: .2 oz: zGJ(I)
he he

l

ea

8 x-- 17-" o 3
q of  r-  8 r-i F C\1 1--
m ca Ì * CD
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